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WEDNESDAY, MARCH 2, 1960 


HovuseE or REPRESENTATIVES, 
SUBCOMMITTEE ON CENSUS AND GOVERNMENT STATISTICS 
OF THE COMMITTEE ON Post OFFICE AND CiviL SERVICE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m. in room 215, 
House Office Building, Hon. John Lesinski (chairman of the subcom- 
mittee) presiding. 

Mr. Lestnski. The committee will come to order. 

During the past year the subcommittee’s attention has been called 
to the widespread use of electronic data processing in the census opera- 
tion and other phases of the Nation’s governmentwise statistical 
activities. Closely related to the subcommittee’s interest as to the 
use of this equipment in the Government’s statistical activities is the 
broader subject of how the use of such equipment might affect em- 
ployee job security. 

While the subcommittee has no indication at the moment that 
office automation, as such, is posing a threat to employees, it is felt 
that this is an area that should be a under careful scrutiny. We 
want to determine what safeguards have been taken and are now in 
effect, and if more are needed, what they should be. 

The subcommittee will be interested in hearing the views of the 
representatives of several of the employee groups and also in learning 
of the specific steps that several departments and agencies are taking, 
and wit take in the future, with regard to providing employee jo 
security where electronic data-processing equipment and other auto- 
mated procedures are being introduced into the everyday operations. 

At our hearings held in June 1959, it was brought to our attention 
by representatives of the General Accounting Office and the Bureau 
of the Budget that the use of electronic data-processing equipment in 
the Federal Government is increasing at a rapidly accelerated rate. 
Personnel costs of employees engaged directly in electronic data- 
processing activities is expected to increase from an annual salary bill 
of $27 million to nearly $80 million by 1963. 

I think it is important to stress that in any situation where auto- 
mation is introduced into an agency’s operations, that employees 
with the required aptitudes be given thorough training in the required 
new skills sufficiently in advance of the switch to automation so that 
present employees can be used to the maximum to fill these new 
positions. It is important that every opportunity be given to em- 
ployees presently engaged in the related operations to qualify for 
assignments in the new electronic data-processing (EDP) system. 

With reference to the Veterans’ Administration, it is my under- 
standing that by 1963 it is estimated that a reduction in personnel 


1 


2 OFFICE AUTOMATION AND EMPLOYEE JOB SECURITY 


of approximately 600 persons will be realized in Philadelphia, St, 
Paul, and Denver. I am sure that the Veterans’ Administration is 
taking steps to lessen the impact of this changing personnel require- 
ment. We will be most interested to have the testimony of officials 
of the Veterans’ Administration in this regard. 

In the case of the Treasury Department, the Bureau of Accounts 
is at the present time centralizing in Chicago its check issuance opera- 
tions for veterans’ payments, and converting its disbursing activities 
in that office to the use of electronic data-processing equipment. 
It is anticipated that this action will result in the closing of 6 dis- 
bursing offices and a minor reduction of personnel in other offices 
with a net reduction of 160 employees expected to be realized. 

Also, the Bureau of Public Debt anticipates that there will be a 
reduction of approximately 400 positions in that organization as A 
accounting and servicing of inquiries in issuance and retirements of 
series E savings bonds is converted to electronic data-processing 
equipment. We will be anxious to hear of the steps that the Depart- 
ment of the Treasury is taking with respect to protecting employees 
who may be displaced by the introduction of these new automation 
techniques. 

With reference to statistical activities of our Government, it would 
be well for me to again stress that periodic reviews should be made to 
ascertain that reports produced by an electronic data-processing 
system should serve useful purposes. The equipment should not 
be allowed to become gigantic ‘‘papermills’? merely because they 
can process information at a terrific rate of speed. Government 
officials should be aware of the fact that too much information if 
not properly coordinated, can be as harmful as too little information. 

1 would like to point out that in the case of one Government instal- 
lation the increase in reports after 1 year’s operation of electronic 
data-processing equipment was tremendous. Perhaps it can be best 
visualized when it is pointed out that at this one installation. alone 
the increase in paper costs indicated that the additional printed 
material, if put in a stack, would be twice the height of the Washing- 
ton Monument. It has been determined that much of this print out 
is unnecessary. This serves to point up that serious consideration 
should be given by all agencies to the possible reduction in printing 
unnecessary reports. 

At this point I have a prepared statement by Mrs. Kathryn E. 
Granahan, chairman of the Subcommittee on Postal Operations. 

(The statement referred to follows:) 

Mr. Chairman, I am glad to know that your Subcommittee on Census and 
Government Statistics is holding this hearing concerning office automation and 
employee job security. I understand that in certain Government agencies 
there has been, and will continue to be, sizable displacement of workers as more 
electronic data-processing equipment is introduced. In the case of the Post 
Office Department, while automation may not have caused displacement of 
workers to date, due to the expanding requirements for mail service, it is an area 
that I feel needs to be closely watched. 

We of the Subcommittee on Postal Operations will be happy to have any 
information that is developed by your subcommittee in this hearing. You may 
rest assured we will follow up on any aspect that it is felt requires further study 
and action. 

Mr. Lestnski. We are glad to have Mrs. Granahan’s statement in 
the record. 
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I would like to call at this time the first witness before the sub- 
committee this morning, James Campbell, president, American 


Federation of Government Employees. 
Mr. Campbell. 


STATEMENT OF JAMES CAMPBELL, PRESIDENT, AMERICAN 
FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Campspetyt. Mr. Chairman, for the record my name is James 
Campbell. I represent the American Federation of Government 
Employees which is affiliated with the AFL-CIO. 

Mr. Chairman, I have a statement of our understanding of the 
situation and with your permission I shall submit it for the record. 

Mr. Lestnsk1. Without objection it will be incorporated in the 
record. 

(The statement referred to follows:) 


PREPARED STATEMENT OF AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


The impact upon Government employment of technological changes in Federal 
Government operations calls for frequent and careful review. Whether those 
changes are brought about by means of true automation or by improved mecha- 
nization of processes already developed, there is a constant need to anticipate and 
resolve the personnel problems which are almost certain to arise. 

This inquiry which has been undertaken by the Subcommittee on Census and 
Government Statistics of the House Post Office and Civil Service Committee 
should have tremendous benefit for the Government and even to a greater extent 
for the employees whose positions and livelihood are threatened by technological 
advances. In my opinion, it is a very important and a very necessary project 
which will bear repetition in future months, for the problem at which it is directed 
will constantly be manifesting changing circumstances and unusual aspects which 
must from time to time be evaluated anew if their adverse effects upon human 
values are to be kept to a minimum. 

This effort to appraise the underlying problem contained in office automation, 
if it is to achieve the long-range objective of safeguarding job security, must deter- 
mine the extent of major technological changes and then formulate and assess the 
personnel management problems which have resulted from those changes. Such 
an investigation should provide a firm basis for whatever remedial action may be 
suggested. 

No one may validly object to the installation of laborsaving devices, provided 
the same degree of planning is devoted to determining and controlling the poten- 
tially adverse effects upon personnel as is directed to the improvement of techno- 
logical processes and to the achievement of monetary savings. The long-range 
effects are almost certain to be beneficial to all concerned, and to oppose such 
advances inordinately is to impede human progress. 

It is important first to ascertain the number of employees who may be displaced 
in the organizational unit involved and to take the necessary protective measures 
to safeguard their livelihood. The effect that automated or mechanized proce- 
dures will have on their future employability or earning power is of major con- 
sideration. Can their present skills be utilized elsewhere in the same bureau or 
division, or must they be separated from the agency altogether to seek employment 
elsewhere? Is retraining necessary or is it feasible? Would there be jobs avail- 
able in the newly developed skill? Underlying all of these possible situations are 
budgetary aspects of the problem which must be resolved or possible solutions 
may be impractical. 

The most desirable approach to putting into effect the decision to automate 
certain processes, which may for the present displace persons as well as revise 
procedures, is to view it as a personnel problem from its inception. The individ- 
ual who has the principal responsibility for personnel administration should have 
an equal place in the initial planning group with the administrative officer, the 
cost accountant, the engineer, or the specialist in automation. Such procedure 
is more likely to develop more effective counteractive measures from a personnel 
standpoint than would come about if the impact on persons would be left to the 
final stage of planning. 
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In a sense what is needed is simply to apply the procedure which is fundamental 
to all intelligent personnel administration. As soon as it is practically possible 
there should be an announcement to the personnel who may be affected that new 
machines will be installed and the extent indicated to which present employees 
may be affected. A large measure of uncertainty, fear, resentment, and lack of 
cooperation by employees may be avoided if an adequate effort is made to main- 
tain free and effective communication between management and employees. 

This sort of communication should assure the employees that a concerted 
effort will be made to operate the new machines with personnel now employed 
and that as much training as may be necessary will be on the job and will begin 
well in advance of installation of equipment. If certain jobs cannot be filled 
within the organization, that should be stated and the reasons therefore made 
clear. Likewise, it should be indicated as soon as possible what individuals cannot 
be utilized in the new organizational structure and how that phase of the problem 
will be met by retraining for other work, transfer to other units, or by assistance in 
placement in other agencies or in positions outside Government service. 

The concern of Federal employees and of their leaders that governmental 
management will not anticipate and fully plan for the change to automated proc- 
esses is based on experience. Too often innovations whether in organizational 
structure or in machines have wreaked their toll in personnel simply because those 
in authority were not concerned with the human effects and made little or no 
effort to ascertain them sufficiently in advance. The specter of dismissal and 
unemployment looms large in the minds of Government employees when change is 
intimated. Automation represents the new and untried to those who are learning 
of it for the first time. It suggests many unknown and unanswered questions, 
and it is of paramount importance that a broadly premised cooperative effort 
be made to find the answers to those questions. 

There has been a steady increase during the last several years in the use of 
automated equipment by the Federal Government. Large agencies having 
the function of collecting, analyzing, correlating or otherwise processing great 
masses of statistical or accounting data have adopted the use of electronic data 
processing machines while the same or other agencies have planned or installed 
equipment that will expedite their activities. 

The threat which the trend toward automation in the office holds for Govern- 
ment employees is real and one which calls for even broader and more careful 
planning. The list of agencies which have embarked on automated programs grows 
longer each year. The Patent Office is able to make an electronic search of its 
huge archives in minutes instead of days or weeks to determine whether a sup- 
posedly new device is patentable. The Internal Revenue Service is using a 
computer to process a large proportion of its 60-odd million income tax returns. 
An electronic map-drawing device has aided the Weather Bureau to improve its 
weather forecasting. Displacements, it is claimed, have been negligible or non- 
existent in these agencies. 

Personnel has, however, been markedly reduced in some operations. The 
Treasury Department’s Bureau of Public Debt, which maintains records of interest 
payments on the national debt, is reported as having reduced its work force from 
about 12,000 in 1946 to about one-fourth of that number. This reduction has 
come about through the use of machines to streamline the huge volume of paper- 
work. The same has been true of the Treasury’s Disbursing Office in which 
advanced equipment handles the million or more checks which are written for 
the Government each day. This task is accomplished with fewer than half the 
number of employees required 3 or 4 years ago. 

More and more Government agencies have installed similar equipment. It does 
not always involve highly complex machines of the “electric brain” type. It may 
come about through the adoption of more advanced techniques or of machines that 
have been available but not put into use in a particular Government office. With- 
in the last 4 years the Post Office Department completed the task of mechanizing 
its huge payroll. The operation was changed from manual payroll methods to an 
electronically controlled puncheard system. Whereas 1 payroll worker was needed 
for each 300 employees under the manual system, the new method required 1 for 
each 800 employees. 

During this same period the Department embarked on a sweeping mechanization 
program which has been termed by its planners to be without equal in industrial 
history. Post offices are gradually becoming large mechanized operations contain- 
ing the latest mail-handling devices, such as high-speed automatic letter-facing 
and stamp-canceling machines, letter-sorting machines, conveyor equipment to 
carry mail throughout a post office building, and modern vending equipment for 
stamps and money orders, to mention only some of the devices being put into use. 
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Several agencies are engaging in automatic data processing on an accelerated 
seale. The Bureau of the Census has been adjusting to more and more mechaniza- 
tion for half a century. It was the origin of the present-day data-processing 
equipment and was the first agency to use high-speed computing machines. The 
Bureau applied electronic computers to its census activities in 1954 and sueceeded 
in making the results of its survey available several months earlier. Wider ap- 
plication of automatic equipment will be made to the decennial census to be taken 
this year. 

The Bureau of Old Age and Survivors Insurance, the world’s largest insurance 
organization, is a pioneer in the use of electronic equipment to handle routine 
paperwork. The increasing use of machines at its Baltimore headquarters has 
made it possible to handle the increasingly larger workload resulting from the 
evergrowing number of persons covered by the Social Security Act. 

The Veterans’ Administration has played a leading role in solving the problem 
of what to do with persons displaced by these remarkable machines. This has 
been evidenced in the planned action by the VA to relieve the difficulties of em- 
ployee displacement when it installs an electronic data-processing computer and 
a communications system linking its insurance offices in Denver, St. Paul, and 
Philadelphia. Installation of the complete system is scheduled for completion 
next year, but already it is known that it will result in the reduction of nearly 700 
employees in the 3 cities. 

There are already plans shaping up for relocating these who will be displaced. 
First there is an employment freeze by all VA installations in these areas, and the 
employees who will be surplused by the insurance division will be offered any job 
openings for which they are qualified in other VA units. 

It is estimated that more than 900 positions will have to be surplused this and 
next fiscal year because of electronic data processing in the Department of Veterans 
Benefits. The number that will be surplused in insurance and in DVB by next 
fiscal year exceeds 1,500 positions. 

The Army and the Air Force have automated programs of considerable im- 
portance. The Adjutant General’s Office, the Army Finance Center, and the 
Army Signal Corps have adopted data-processing procedures utilizing the latest 
electronic equipment. The Signal Corps has used such equipment for its logistic 
operations in which it keeps tabs on thousands upon thousands of items of com- 
munications equipment and supplies at home and overseas. A huge data-process- 
ing machine has been put into use by the Army Ordnance Tank-Automotive 
Command for stock control of replacement of parts for combat and transport 
vehicles. 

Four years ago the national president of the American Federation of Govern- 
ment Employees asked the Defense Department to work with employee organiza- 
tions in controlling the adverse effects of automation on the Federal service. The 
Department policy that was later shaped up included the specific provision that 
employees would be trained whenever possible in the new skills that would be 
required for the use of automated equipment. Since that time greater attention 
has been given to the impact of the newer methods on personnel. The Adjutant 
General’s Office and other Army units have sent groups of its key civilian employ- 
ees to attend courses of instruction provided by private industry before procuring 
this modern equipment. 

It is essential therefore for Congress to inquire into the extent and the future 
trend of this ever-broadening program of technological change in Government 
offices. Such an inquiry should answer important questions concerning its 
present and future scope and its possible adverse effects on many hundreds of 
civil service personnel. It should answer such questions as which Federal agencies 
are involved in this program. What has been the effect of the introduction of 
automated processes and what is the extent of the future program now in the 
planning stage? 

FE specially helpful will be the direction of this inquiry at the problems of em- 
ployee recruitment and displacement. These can be studied not for the purpose 
of assessing blame if there be any, but of determining what improvement may be 
made in the manner in which agencies have been discharging their responsibilities. 
There should also be consideration and evaluation of training programs to prepare 
present personnel for new positions which will be created in the course of mecha- 
nizing Many operations. Always, of course, there should be uppermost the ob- 
jective of making certain that planning is far enough ahead of installetion of the 
new machinery to permit redistribution and retraining of employees already on 
the job. 

If the fullest measure of thought and consideration is given to the human values 
involved, automation can be for the Government as it has been for industry, a 
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source of tremendous benefit and an avenue to better and higher standards of 
living. 


(A letter and enclosure received from Mr. Campbell subsequently 
to the hearing follow:) 


AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 
Washington, D.C., March 8, 1960, 
Hon. Joun LEsINSKI, 
Chairman, Subcommittee on Census and Government Statistics, 
House Committee on Post Office and Civil Service, 
Washington, D.C. 


Dear CONGRESSMAN LEsINSKI: During my testimony on March 2, 1960, con- 
cerning the effects of automation, I alluded to the apprehension and uncertainty 
experienced by employees who are confronted with the possibility of mechaniza- 
tion of the functions they perform. 

Upon returning to the office, I happened upon a letter we received recently from 
our members employed by the Railroad Retirement Board, voicing their concern 
about the use of automation data-processing equipment in their agency. To 
emphasize the importance of this aspect of the problem, I am enclosing excerpts 
from the communication submitted by our members on the Railroad Retirement 
Board. 

Sincerely, 
JamMEs A. CAMPBELL, 
National President. 


Excerpts from the communication submitted by our members on the Railroad 
Retirement Board are as follows: 

The increasing use of automatic data-processing equipment in many 
Federal agencies and the interest shown by the Railroad Retirement Board 
in such matters have resulted in a number of suggestions from our members 
for new legislation to protect employees who may be affected by the installa- 
tion and use of such equipment. 

In the main, these suggestions deal with immediate, or earlier retirement 
benefits for employees who are separated from Federal employment, or who 
face a reduction in grade, as the direct or indirect result of the adoption and 
use of data-processing equipment in their agency. The most specific sugges- 
tion often heard is a proposal that employees with 15 years or more of service, 
who have attained age 50 and whose separation from service, or reduction in 
grade, is attributable either directly or indirectly to the adoption and use 
of data-processing equipment, should be entitled to receive an immediate 
annuity without reduction because of age, and that such annuity should not 
be less than 50 percent of their average salary for the best 5 consecutive years 
of service. Other suggestions made by our members include optional retire- 
ment at age 60 (instead of age 62) for all employees with five or more years of 
service without any reduction because of age; optional retirement after 30 
years of service, without reduction, at any age, etc. Also, we are receiving 
an increasing number of inquiries concerning the possibility of legislation to 
establish a shorter workweek. 

In our own agency the adoption of proposals for the use of data-processing 
equipment in some of our operations has resulted in many inquiries concern- 
ing the effect which such a program will have on the employees. While no 
one can now know the full extent to which the Board’s data-processing pro- 
gram will eventually change its operations, and affect its personnel, there is 
considerable pessimism among many of the employees. This pessimism has 
been heightened by the closing of some of our smaller offices and rumors con- 
cerning the fate of other offices. For example, our Chicago regional office 
force will move into the headquarters building around February 1, 1960, and 
this eventually will result in the loss of some jobs. 

As a result of all this some employees have already sought and secured 
other employment, and others will do so in the months ahead. The “‘elec- 
tronic menace,’’ as some call it, has tended to overshadow everything else, 
and has apparently developed a feeling of indifference and discouragement 
among a great number of employees. 

For some reason or other, newspaper articles to the effect that automation 
will not result in any loss of jobs, or that no one will be hurt by the adoption 
of data-processing programs, seem to fall on deaf ears. Many do not, or 
will not, believe such articles. I have heard it said by some employees that 
when they tell us something won’t hurt us, we can be very sure that it will. 
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Mr. Campsetu. I would like to make some brief comments on the 
points brought out in my statement. 

To begin with, I would like to commend you, Mr. Lesinski, and the 
members of the committee for your deep interest in this very important 
subject. We think it is one of the most important because it affects 
or will affect a large number of personnel one way or another and of 
course will have a bearing on the continued improvement and quality 
of operations of our Government. 

We believe that there should be frequent and careful review of the 
progress that is being made in the various agencies. We believe they 
should keep the subcommittee promptly and currently informed in 
regard to the installation of this equipment and as to the results of 
operation in regard to the disposition of personnel. 

There could be no valid objection, as we see it, to the installation 
of labor-saving devices and other devices that will increase the effi- 
ciency of operation of the Government. However, we believe that 
the same degree of planning that is devoted to the possible use of 
machinery should be devoted to the disposition of personnel so that 
the Government, where there are occasions where personnel is no 
longer needed in one activity they can be trained and brought into 
other activities where their skills and their value as experienced em- 
ployvees can be realized. 

We have no complaint at this time. We have received very few 
complaints from our members in regard to the displacement of per- 
sonnel. We have had an occasional complaint that we have brought 
to the attention of the agencies where it seemed to us that sufficient 
consideration had not been given to advance planning as it related to 
personnel. 

Except for that, for the occasional complaint along that line, we 
have felt that by and large the agencies have made a reasonable effort 
to take care of the displacement of personnel, in connection with the 
installation of this machinery or equipment. 

However, we believe that there should be, as I said before, continued 
requirement for reports that would demonstrate the success in applying 
this equipment. 

With that, Mr. Chairman, that completes my comments on the 
subject. 

I would like to say that I appreciate the opportunity to come here 
and appear before the committee. 

Mr. Lestnsxr. In other words, Mr. Campbell, wherever an agency 
has not thoroughly thought out in advance its program for using this 
new equipment, the employees oftentimes were affected adversely? 

Mr. CampBELL. That is right, sir. 

Mr. Lestnskr. But in most cases the agencies have cooperated 
completely and have given full consideration to the problem? 

Mr. CampsBeLu. That is correct. 

Mr. Lesrnsxr. Mr. Cunningham? 

Mr. CunninGcHam. I appreciate the statement especially because 
the witness is so highly respected by the members of the committee, 
and so are the people that he represents. 

That is something I would be interested in, the matter that the 
chairman brought up, and that is any unfair replacements or displace- 
ments that occur as the result of that automation, you would probably 
hear them whereas we would not. So it would be helpful to me and to 
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the committee [ am sure if we could be advised of any of these problems 
that do not seem to be resolved, because if a person is in the Govern- 
ment and is well trained in a certain field and that job is done away 
with he certainly must have abilities to do something else rather than 
being taken off the rolls altogether so if you will keep the committee 
advised I am sure it will be appreciated by all of us. 

Mr. Campseuu. Mr. Cunningham, we have had occasion to feel that 
in a good many instances there was not the value placed on experi- 
enced personnel in Government that there is placed on experienced 
personnel in private industry. I think generally speaking private 
industry regards an experienced employee as a highly valuable asset. 
I do not think that that same thing is true to as great an extent in the 
Federal Government as it should be. 

Mr. CunninGHAM. I agree that a trained and experienced employee 
is very valuable and that is a point I will bring up with the agency 
people when they come here. Thank you. 

Mr. Lestnsxi. Mr. Campbell, do you believe that it is the Govern- 
ment’s responsibility to pay for the training of Federal employees that 
have been displaced because of automation? 

Mr. Campse.u. Generally speaking, I would say so, Mr. Chairman, 
because as I said these people are a valuable asset and they should 
not be allowed to get away if there is any way to keep them. 

Mr. Lestnsx1. The fact that they have gained tremendous knowl- 
edge in working for the Federal Government means they should not 
be discarded when additional training would make them of even 
further value to the Government. 

Mr. CampBELu. Yes. 

Mr. Porter. Mr. Chairman, I would like to ask Mr. Campbell if 
he thinks the Federal employee is really in a better position with re- 

ard to the automation problem than a worker in private industry. 
There seem to be three ways he might be. I am not sure that he 1s. 

One is that perhaps when he is displaced there is more communica- 
tion within the Federal Government to find another place for him, 
which is sometimes not true with a coal miner or someone displaced 
by automation. They do not know about a job he might use his tal- 
ents some place else in the country. 

Secondly, there is the problem of getting relocated, getting sent to 
this other place where he can work. And then finally, the problem 
of retraining that there are sometimes provisions within the Govern- 
ment, to me those three aspects of the problem of meeting automation 
or at least potentially could be more favorable for the Government 
worker than for the private worker, but on the other hand, perhaps we 
have not made these provisions and I would like to know what the 
gentleman has to say about that. 

Mr. Campse.u. I would say that the conditions, if the facilities are 
made use of, the conditions in Government would be more favorable 
for continuity of employment in spite of the installation of this ma- 
chinery because of the ramifications of the Government activities, the 
wide variety of work that it is called upon to do, and it would seem to 
me that if there were the proper coordination between agencies I be- 
lieve that the possibilities for outright loss of employment due to the 
installation of this machinery would be cut down to a minimum. 

Mr. Porter. Specifically, does any such organization or arrange- 
ment exist in Government now with regard to making available dis- 
placed workers to other parts of the Government? 


: 
q 
{ 
1 
( 
I 
| 


OFFICE AUTOMATION AND EMPLOYEE JOB SECURITY 9 

Mr. CampsBeE i. Well, not to my knowledge, not in this respect at 
any rate. 

Mr. Porter. Do you foresee a need for such an agency or arrange- 
ment so that a worker displaced by automation would be considered 
for a job elsewhere in the Government? 

Mr. Campretu. There is by all means the need for it. We have 
advocated for a good many years that a transfer facility be estab- 
lished in the Civil Service Commission which would facilitate the 
transfer of employees between agencies and departments so that the 
maximum number of these people could be used because of the fact 
that in many instances, in various departments of the Government, 
they are bound by reason of the type of work to have somebody 
getting to a place where he has reached a dead end and where his 
abilities could be used elsewhere to greater advantage. 

Well, the difficulties of transfer now do not preclude this individual 
getting into some agency where he can go further in accordance with 
his abilities but the facilities for transfer are not as good as they ought 
to be. 

And we think this is definitely one of the cardinal principles in the 
career service, to make it possible for every individual to go to the 
absolute limit of his abilities and make the maximum contribution to 
the Government as an employee. 

Mr. Porter. I want to follow this up and see whether this com- 
mittee ought to be considering recommending either legislation or 
administrative action to set up a simple register in the Government 
so that when workers are displaced over here because of automation 
[indicating], if they are needed over here then the Government will 
know about it, the Government will not be so big that it will not 
know what its left hand is doing. 

Is there a need for such a registry? Does any such arrangement 
exist now? 

Mr. CampBe.u. That has been done from time to time by the Civil 
Service Commission in the past to meet various conditions. I do not 
think it has been as successful as it might have been. I think this 
is something that this subcommittee could well turn its attention to. 

Mr. Porrsr. Going to the next problem, the problem of relocation 
do you think present Government regulations are sufficient so if a 
worker is displaced in Washington, D.C., but has a job in California 
through a registry or somehow he finds out about it and can qualify 
for it by his training, can he get there under present regulations with 
Government help or is this all on his own? 

Mr. Campretu. There are certain circumstances under which he 
can transfer and others under which he cannot. But even under the 
circumstances where he can I never heard of a Government employee 
moving any place without its costing him money. 

Mr. Porter. Do you think possibly the regulations with respect 
to relocation and possibly legislation ought to be looked into? 

Mr. Campse tt. I think so. 

Mr. Porter. The problem of retraining, do you think the legis- 
lation on the books is sufficient so where a man is displaced by auto- 
mation and there is no further use for his services any place in the 
country, despite the registry, do you think there are provisions for 
retraining? Do you think they are sufficient? 

Mr. Campspe.tu. Well, I think so. 
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Mr. Porter. Thank you very much. 

Mr. Lesrnskr. Mr. Prokop, any questions? 

Mr. Prokop. No. 

Mr. Lestnsxi. Mr. Oliver? 

Mr. Outver. Mr. Chairman, I do not know whether I am here 
in an official or semiofficial capacity but I am intensely interested 
in this problem. 

[ understand that in private industry there have been some ap- 
roaches made to this problem, have there not, where displacements 
ave occurred by automation? 

Mr. CampBELL. Yes. 

Mr. Outver. Do I recollect correctly that one of the packing com- 
panies, Armour or Swift, has set up a fund to finance dislocations 
caused by automation? 

Mr. CampreE Lt. I am not aware of that particular situation. 

Mr. Outver. Do you feel that this particular problem that econ- 
fronts us here perhaps could be used over the Nation as an example 
if we could come up with some constructive approach to it, as an 
example for what perhaps could be done in private industry? 

Mr. CampreE t. I think it could and I think it is warranted because 
of the fact that this dislocation is going to continue, this loss of jobs 
is going to continue, as industry progresses in the introduction of this 
machinery and I think in the interest of all of the people the sub- 
committee could very well interest itself in developing an overall 
plan that might be acceptable. 

Mr. Oxtver. I was interested in the point that Congressman Porter 
was bringing out, namely whether or not there is any mechanism 
now in Government to take care of relocation? If there is any actual 
mechanism in effect now? 

Mr. CampreE.u. Well, to the best of my knowledge there is not 
any adequate to meet this problem. 

Mr. Ouiver. If such a mechanism were set up on a mandatory 
basis would this be a constructive thing in your opinion? 

Mr. Campretu. I most certainly think it would. 

Mr. Ouiver. That is all I have. 

Mr. Lesinsxkr. Mr. Dulski? 

Mr. Duusxr. No questions. 

Mr. Porter. Mr. Chairman, I have two more questions. 

Mr. Lestnsk1. Mr. Porter. 

Mr. Porter. I was wondering what Mr. Campbell thinks, if he 
has any estimate of the amount of displacement there would be from 
automation, say within the next 5 years, and whereabouts in Govern- 
ment you would eypect it to be heaviest? That is a difficult question, 
but I think your opinion would be worthwhile. 

Mr. Campse xt. It is a rather difficult question. I know and most 
of us know that the Veterans’ Administration has gone into this and 
the Internal Revenue Service and the Bureau of the Public Debt and 
the Census Bureau, all of them have gone into the installation of this 
machinery. It is pretty hard to tell just what the future effect of it 
is going to be. 

Mr. Porter. You think it would be greater though than the effect 
of Parkinson’s law? 

Mr. CampxBe.i. Well, I would hope it would not have tke same 
effect. 
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Mr. Porter. I was wondering if the gentleman had heard of the 
provisions in the contract, I think the ILWU has, the International 
Longshoremen Workers’ Union, where they have these two features, 
one 1s that they displace workers only by attrition, the workers go as 
they naturally fall off by not rehiring, and secondly, part of the profits 
of automation go into a fund which helps the workers in some way so 
the workers get part of the profits from automation. I do not know 
how you work that in Government. 

I think some of these provisions, the attrition, what is going on in 
some of the contracts Mr. Oliver mentioned might have an application 
to the problem we have here and I was wondering if you had any 
particular ideas about those provisions. 

Mr. CampsBe... I certainly think that more attention ought to be 
given and continuing attention ought to be given to the principle of 
releasing personnel by the attrition method. And I am not saying 
that that is the final answer because there are some instances where 
it cannot be applied. 

Recently, we had a complaint from an agency where they were 
installing some electric data processing machinery and there were 
six people released because of it. Well, the agency simply made that 
statement, that these people were released because of the installation 
of this machinery. 

Mr. Porter. Without any attempt to relocate or retrain them? 

Mr. CampsBe.i. They are now since complaint has been made. I 
do not know how much effort they were making before, but they are 
making an effort now since the individual employees have com- 
plained about it. There is strenuous effort being made to replace 
these people but I was impressed with just the frank statement that 
these people were laid off because they installed this machinery. 

Mr. Porter. No one is suggesting that people be kept on doing 
nothing. We are just saying some provision should be made. 

Mr. CamMpBELL. That is right. 

Mr. Lestnsxit. Mr. Campbell, in other words, you are saying that 
there is machinery or let us say the agencies do try in some instances to 
place people in other agencies but they do not pursue it possibly to 
the ultimate point? 

Mr. CampBeEu. I say, Mr. Chairman, I think it should be carried 
to an interagency project that would be to the advantage of the 
Government. 

Mr. Lestnskr. Would use of this equipment eventually upgrade 
the Federal employee? 

Mr. CampsBeE.LuL. Well, in certain respects, yes. But I would not say 
that it would generally. 

Mr. Lestnskr. No, not generally but certain instances? 

Mr. CampBELL. Yes. 

Mr. Lestnskit. We appreciate very much your being here, Mr. 
Campbell, and you have been not only a great help to the employees 
you represent but also to this subcommittee. Thank you very much. 

The next witness will be Mr. Vaux Owen, president, National 


_ Federation of Federal Employees. 


a 
| 
L 
t | 
e 


12 OFFICE AUTOMATION AND EMPLOYEE JOB SECURITY 


STATEMENT OF VAUX OWEN, PRESIDENT OF THE NATIONAL 
FEDERATION OF FEDERAL EMPLOYEES 


Mr. Vaux Owen. Mr. Chairman and members of the subcom- 
mittee. I am Vaux Owen, president of the National Federation of 
Federal Employees. On behalf of the members of the NFFE, who 
may be found in all 50 States of the Union and in locals overseas,{I 
unhesitantly endorse the action of this subcommittee in holding these 
hearings. It certainly is in the interest of the Government service 
that this subcommittee has decided to take a look ahead for the pur- 
pose of assessing the possible effect of automation on the job security 
and morale of employees of the Federal Government. 

In this rapidly developing mechanical and space age life opportunity 
depends upon job opportunity. Therefore, itis highly important that 
some thought be given to plans to protect those persons whose" job 
security may be endangered by the machines, which are being and will 
be brought into the Government service in greater and greater num- 
bers to perform work heretofore performed by human beings. 

It is not enough to say that the displaced Federal employee should 
find a job in private industry. He would likely find machines there 
which have driven his skills out of demand. 

We would not say that automation should be opposed or that 
progress should be retarded. We do say that some attempt should be 
made to save those who might be hurt in the forward march; some 
study should be made regarding the extent of the danger, and some 
decisions should be reached upon the measures which should be taken 
to protect those who may be endangered. 

I am glad to say that there has been evidence of awareness of this 
problem on the part of some agencies, and definite plans have been 
made to give advance information and protection, in the way of 
reassignment, for employees adversely affected. For example, this 
has been observed particularly in the adoption of electronic data proc- 
esses procedures in the Veterans’ Administration. 

A recent news release from our local No. 1300 in Chicago, IIl., 
which was received in our national office on February 26, 1960, indi- 
cates the concern of the Railroad Retirement Board about employees 
to be affected by electronic data processing scheduled to begin in 
January 1961. 

The news release is as follows: 

Mr. Howard W. Habermeyer, Chairman of the Railroad Retirement Board, 
outlined the agency’s plans for the use of electronic data-processing equipment at 
the first anniversary meeting of Federal Employees’ Union No. 1300 held on 
February 2. The Board will begin processing claims under the railroad unemploy- 
ment and sickness insurance program in the Chicago region in July 1960 on an 
IBM-650 system. 

In January 1961, the agency plans to switch operations to an IB M-7070 system. 
If the use of electronic data processing equipment in the Chicago region is success- 
ful, and Mr. Habermeyer expressed confidence that it will be, the unemployment 
and sickness insurance claims currently being handled by the other six regions of 
the Board will be gradually transferred to the headquarters office over the course 
of a 4-year period. 

Mr. Habermeyer said that the Board anticipates no reduction in the number of 
employees in its district and branch offices because of the use of electronic data proc- 
essing equipment. With the transfer of work from the claims sections of the 
regional offices to the headquarters office in Chicago, fewer employees will be 
required in the regional offices. 

The gradual transfer of that work to Chicago, over an extended period, will 
permit the Board to place surplus employees from those offices into other positions 
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which become vacant. For those employees outside of the Chicago area who 
do not wish to leave the cities in which they are at present stationed, the Board 
will make every effort to secure positions in other departments and agencies. 
It is not anticipated that any employees will be separated from the service because 
of reduction in force. 

President Robert J. Gorman of local 1300 commented that the Railroad Retire- 
ment Board had avoided reductions in force in the past and expressed his apprecia- 
tion for the consideration being shown to the interests of its employees by the 
Board in its plans for the future. Among the guests present at the meeting were 
Mr. Frank J. McKenna, Chief Executive Officer of the Board; Mr. James M. 
Manning, Direetor of the Bureau of Wage and Service Records (the Bureau in 
which the IBM computers will be located); and Mr. G. Palmer Gladfelter, 
president, of the RRB Federal Credit Union. 

While the dangers so far have not been alarming and there is evi- 
dence of awareness of them, it is believed there is the possibility the 
peril could become grave as machines continue to displace people. 
New skills will have to be acquired. People will have to learn to 
run and to repair machines, or perform duties other than those they 
have been performing. ‘The need for planning to meet this situation 
will become more acute and this suggests that an outline of protective 
measures for Federal employees should be devised. It is respectfully 
recommended that such an outline might be briefly sketched as 
follows: 

1. Thorough and definite planning ahead should be expected of all 
departments and agencies prior to adoption of automated procedures. 

2. Retraining programs should be provided for employees before 
they are displaced by automation so that may be qualified for re- 
assignment to other positions. 

3. Positive reassignment procedures should be established so that 
employees can feel some assurance they will get reassignments in 
their own or another Federal agency, when they learn they are going 
to be pushed out of thetr jobs by machines. 

4, Definite placement programs should be developed to place in 
suitable jobs in private industry those who cannot be reassigned in 
the Federal service. 

5. Advance information should be given employees about plans 
for installing automated procedures, and just which categories of 
employees, and how many will likely be affected, and when. The 
Veterans’ Administration has done this and is to be commended for 
it. 

It would seem that the foregoing suggested outline, or one along 
substantially the same lines, should = a policy which should have the 
endorsement of this subcommittee and of the Congress. It would 
place emphasis on the importance of planning in advance and would 
help allay employee fears, which are certain to increase as automation 
makes the advances it apparently is destined to make. 

Even if such a program is accepted as a plan of action, the imple- 
mentation of it should be watched and checked. We will be keenly 
interested in observing the effect the implementation of such a pro- 
gram may have on the service and on Federal employees. Ther 
should be additional protection as time goes on if the circumstap 
should warrant it. 

I thank the subcommittee for this opportunity to be heard ¢ 
important subject. 

Mtr. Lesinski. Thank you, Mr. Owen. 
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I recall a recent case where a woman 56 years of age who, due to 
change of procedures of a certain agency, was reduced from level 5 
to level 4. Prior to this point she had been a typist, but had not typed 
for about 12 years and therefore was very slow in her typing and was 
put on as a filing clerk. 

I believe this points up what we have been talking about here today, 
that there is not sufficient time for employees to prepare for these 
changes. If that is kept in mind, that the abilities which they have 
picked up in the past would not be wasted. Do you think the grades 
assigned to such jobs are high enough to enable the Government. to 
compete with private industry? 

Mr. Owen. I am not able to say specifically with reference to this 
type of position, but the general feeling is that it is not and that this 
will be a problem as time goes on. We face I think the pessibility 
that in a good many of the Government agencies we will have people 
trained in this electronic data processing and after they become 
trained then they will be siphoned off by private industry as many 
of our top-grade people now are being taken off. They get the train- 
ing in the Government service. And then the businessmen pick them 
up. There is a tendency in that direction. 

Mr. Lesinski. I believe that has been the experience of the Census 
Bureau where the Bureau has trained these people and brought them 
up to the technical standard they should be and then private industry 
has picked them up. And the Census Bureau is in a bad spot. 

I recently read in Newsweek where the oil industry is now utilizing 
computers in such a manner that they now can operate a refinery that 
once called for a labor force of 800 men. They did not say how many 
there are now, but I believe it is down to perhaps 25 or 30 people. 

In my opinion, this news item serves to point up the seriousness 
that automation imposes on industry. With regard to office auto- 
mation in Government, with certain exceptions, the use of electronic 
data-processing equipment has resulted generally in no significant 
displacement of workers, but rather, has provided a means to do 
more with the same number of employees. 

We would appreciate having your views in regard to this point. 
In other words, in a greater number of instances private industry 
has displaced a large number of employees. 

Mr. Owen. They have displaced a large number of employees in 
some instances in private industry but, as has been pointed out; 
private industry has also taken a great many steps to save them and 
replace them. And as time goes on, additional jobs develop as the 
result of automation. 

I know what this committee is concerned with. I know what the 
citizens of the country are concerned with about automation as it 
affects the responsibility of Government. It being the responsibility 
of Government to protect the interests of the people, that is their 
right to make a living, their opportunity to make a living. To what 
extent is automation going to deprive people of an opportunity to 
make a living? What action should be taken, if any, in that con- 
tingency, in that situation? I foresee, Mr. Chairman, such a growth 
in the country, a growth in the population, changing to other activities 
by people, that there is a possibility that we will have plenty of jobs 
for people. But I do think that in Government and in private 
industry we will have to devote a lot of attention to this question of 
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retraining, and if I may, I think this is a point that would be worthy 
of consideration. 

I think, as far as possible, we should have an inventory of the skills 
of the people in the different agencies so that those who are not using aes 
certain skills now and the skills they are using are no longer needed, 
they might be available to use these skills in other places. But far 
more important than that | think would be this idea that there be 
some inventory made of those who desire to develop new skills, and 
what new skills they desire to develop. 

It does not do much good to plan to retrain somebody unless he 
wants to be retrained, unless he has some desire along that line. 

I can illustrate that by a statement of an old farmer. Another 
farmer said to him, “I am going to give my boy a college education.” 
The other farmer said, ‘Well, now, that’s right but I think you are 
mistaken about that. What you mean is that you are going to give 
your boy an opportunity to get a college education.” And it is 
where the desire lies that is important. 

I think that is important with reference to all types of employees. 
Generally, those tend to advance who want to advance and have the 
desire. I think there ought to be some inventory or some attention 
paid—maybe “inventory” is not a good word—but some attention 
paid to those who desire to learn something new 

Mr. Lesinskt. I believe your statement about the proper allocation 
of these jobs was quite proper. 

However, oftentimes job classifications fluctuate somewhat like a 
yo-yo. In many cases, every few years one investigator comes in 
and elassifies a job higher, and in the next year or two someone else 
comes in and classifies a job lower. 

I believe this points up to one thing, that agencies should give 
correct and proper job classifications to all these jobs in the Govern- 
ment. There is one point further. I read an article recently that 

: _  - was very interesting to me on this very point we are discussing today, 
» automation. The article had regard to the countries of the world 
that use certain fuels for production which has advanced way ahead 
of the other nations. 

I believe this automation here is equivalent thereto. If we can do 
a good job with less employees we are making more work in the over- 
all field of employment in our Nation. If you can produce an item 
quicker or cheaper we are actually creating more jobs in the long run 
because more jobs are opened up. And I believe this is most appro- 
priate. 

Any questions on my right?) Mr. Johansen? 

Mr. JoHanseN. | have to apologize for coming in late this morning. 
I was at another committee meeting where the witnesses were not as 
ready to testify as they are here. In fact, I] have not heard the fifth 
umnendment invoked here at all and do not expect to. F 

Lwonder if there has been any showing—and I know this is a part . 
in some measure from the interest of the witness—is there a showing 4 
in justification of the introduction of automation, for example, in the : 
VA and in the Railroad Retirement Board of a reduced cost of oper- . 
ation of the finances of those agencies? 
~ Mr. Owen. I could not answer that specifically, Mr. Johansen, but. 
I would think there would be. I understand the agencies are going 
to testify and they can answer that question specifically. I am not 
prepared to answer it. 
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Mr. Jowansen. The concern, and I think the completely legitimate 
concern you are testifying to is the protection of the interest of the 
existing personnel in employment in the Government? 

Mr. Owen. Yes. 

Mr. JoHanseEN. As I understand it there would be use of a normal 
attrition, if there is a net reduction in personnel, the effort would be 
made rather than by reductions in forces to take advantage of the 
normal attrition, retrain those employees who are displaced and put 
them on work either with this equipment or elsewhere. So that there 
could be a net reduction in total personnel as the result of automation 
and yet the purposes that you are concerned with still be served. Is 
that correct to your understanding? 

Mr. Owen. That is true, that there be a net reduction in the 
personnel connected with the automated procedures but the personnel 
= are displaced could and should if possible be placed somewhere 
else. 

Mr. Jonansen. Actually, there might be less hiring of new em- 
ployees for the agencies as a result? 

Mr. Owen. I think that that is quite logical and that is true not 
only in the Government service but also true in private industry and 
that poses another problem, Mr. Johansen, about which you will 
find some interesting comments by a man named Zelomek. 

Mr. Jonansen. What is the title of that? 

Mr. Owen. The book title is “A Changing America,” by A. Wilbert 
Zelomek. He goes into that in a chapter on automation. There are 
some examples in that chapter on automation, Just what has been 
stated here, that private industry is aware of that problem, and has 
undertaken to meet it in many situations and in some probability 
they have not. 

I would like to, if I may, call attention to this language he uses: 

We must conclude, therefore, that we are in no danger of being overwhelmed by 

ushbutton factories before we have a chance to plan adequately for the change. 

he attitude prevalent during the first industrial revolution when the displaced 
worker was thrown on his own inadequate resources is not possible in an era of 
social responsibility and strong unions. 


I do not exactly agree with him it is not possible. It is less likely. 


In 1950, Norbert Wiener of the Massachusetts Institute of Technology stated 
in his book, ‘‘The Human Use of Human Beings,” that the new automatic ma- 
chines were the precise economic equivalent of slave labor and could cause the 
worst depression in history. In 1956, however, he added, “since then I have 

articipated in two big meetings with representatives of business management and 
Gave been delighted to see the awareness on the part of a great many of those 
present of the social dangers of our new technology and the social obligations of 
management to see that the new modalities are used for the benefit of man.” 

There is no doubt that we can adjust our economy to accomplish this aim and 
little doubt that we will. We cannot say with any assurance that a certain 

reentage of American production will be fully or half automated at a given time. 

oo much depends on technological developments, on military needs and other 
broad economic factors, but by continued close study of the progress of automa- 
tion as it occurs— 


and that is what we are saying should take place in the Government— 


we can develop a pattern of successful procedures to minimize individual hard- 
o-. In a dynamic growing economy automatior will mean a new high standard 
of living and leisure and in Wiener’s phrase, ‘the human use of human beings.” 
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Mr. JoHANSEN. Well, I certainly commend the concern of the wit- 
ness and I think we all share it, that this whole development be for 
the benefit of human beings and not for their detriment. 

Mr. Owen. That is true. 

Mr. Lesrnski. Mr. Porter, any questions? 

Mr. Porter. I was very interested in the protective measures Mr. 
Owen mentioned here and I would like to ask some questions about 
them. 

Concerning No. 1, 

Thorough and definite planning ahead should be expected of all departments 
and agencies prior to adoption of automated procedures. 

Do you feel this is being done now to the extent it should be done? 
You commended the VA. Are the other agencies doing this to the 
extent it should be done? 

Mr. Owen. As far as I know that planning is being done. But I 
think as the automated procedures gain headway there will be a 
danger it will not be done. Therefore, I think it ought to have the 
attention of everybody, the agencies and the Congress. 

Mr. Porter. I was wondering if you thought at this point that 
there should be more than strong recommendations by us in a report? 
Do you feel that there is legislation that ought to be on the books, 
providing for this? 

Mr. Owen. I did not have this in mind at the time I wrote that 
point. Ido think it is something—as I say later on, this thing should 
be watched continuously and remedies applied when the malady 
becomes worse. 

Mr. Porter. On point No. 2, I remember in the armed services 
we had alternate spec numbers, I think we called them, so if you 
could not get one job you would be down for another. I assume that 
is not done with civil service workers as far as I know. But you are 
saying retraining programs should be provided. Do you believe 
that these retraining programs are being provided to the extent they 
should be provided in view of the current problem? 

Mr. Owen. I have no information reported to the contrary. I do 
have an apprehension though that as the movement goes along that 
there might not be enough retraining. I think this: I think the 
Civil Service Commission is to be commended for the training pro- 
grams they are putting out. I received a few days ago a copy of 
their training programs for 1960. The members of the committee 
are probably familiar with that. I do think that this question of the 
effect of automation in the Government service ought to be taken 
into consideration in connection with training programs both by the 
Commission and by the agencies. 

As far as I know they are doing it. That is, I do not know of 
anything to the contrary. 

Mr. Porter. With respect to your protective measure, No. 3. 
I appreciate your use of the phrase “positive reassignment procedures,” 
and I was looking into the matter of overseas rotation last November 
in the Far East. I found that they had a system there which was 
supposed to get people out there jobs back here because of those who 
wanted to go home and they wanted to come back at about the 
same grade. But it did not work ac all because the heads of agencies 
based back here rather than take a grade 12 say, from out there, would 
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promote a grade 10 from their own organization, so it just did not work. 
I assume that is what you had in mind with “positive reassignment 
procedures,” because many of those reassignment procedures do not 
work, at least in my limited experience. 

Mr. Owen. “The best laid plans” —— 

Mr. Porter. I was just wondering whether some sort of central] 
registry which [ would think would almost have to have legislative 
teeth, if not very strong administrative policies, would be a good idea. 
] was wondering if vou had any particular ideas as to how this reassign- 
ment problem could be handled so as to make it positive and effective? 

Mr. Owen. Certainly, it should be positive within the agency itself 
and as far as I know they are attempting to do that with reference 
to the Railroad Retirement Board and the Veterans’ Administration, 
they indicate that just that is being done. I think it ought to be 
commended and emphasized and that other agencies as they go into 
automation ought to follow the same plan. 

Mr. Porter. I was interested that you said “in their own and other 
Federal agencies.”” Is there much reassignment done across agency 
lines at this time? 

Mr. Owen. I doubt if there is a great deal in other agencies. The 
Railroad Retirement Board here apparently is telling its emplovees 
in the various regional offices, that they will try to find jobs for them 
in other agencies if they cannot find jobs themselves. But this is 
prospective, this merely affects the regional offices beginning in 1961 
over a 4-year period. How it will work out may be another matter. 

Mr. Porter. Do you believe that the present facilities, whatever 
they are, are sufficient for accomplishing this reassignment not only 
within agencies but across agency lines? 

Mr. Owen. I think additional facilities should be developed. I 
think it ought to be thoughtfully approached and carefully considered. 

Mr. Porrer. With respect to your recommendation No. 4, the 
matter of placement programs for jobs in private industry, [ know you 
realize there are 5 million unemployed at this time and the same 
forces that would be working in Government are working in private 
industry so I would assume that these definite placement programs 
would have clear handicaps, would they not? 

Mr. Owen. There would be difficulties there but those are diffi- 
culties with which the Congress and the citizens of the country are 
continually confronted because our citizens, whether they be Federal 
employees or employees in private industry, hope and desire and 
deserve an opportunity to make a living. 

Mr. Porter. Then your final point about advance information, this 
would seem just ordinary courtesy, but do you believe that the pro- 
visions for giving notice to employees who are likely to be replaced, 
that those provisions are sufficient in the present law and regulations? 
This again goes back to planning. 

Mr. Owen. | do not recall anything in the law or regulation that 
ealls for the kind of notice that would be required in anticipation of 
automated procedure. I think it is generally recognized by people 
now, it might not have been years ago, but it has been recognized that 
people who are going to be adversely affected ought to have as much 
advance notice as possible. I think in the Veterans’ Administration 
they attempted to do that. But I do think we ought to keep our 
eves open on the question. 
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Mr. Porrer. Thank you very much. 

Mr. Lestnsxr. Mr. Cunningham, any questions? 

Mr. Cunninauam. I thank Mr. Owen for his statement. It has 
been very helpful to me. Both Mr. Campbell and Mr. Owen have 
commented about the program of the Veterans’ Administration which 
they feel is an outstanding program relating to this problem. We 
plau lo have them before us later on, do we noi? 

Mr. Lestnsxr. This coming Friday. 

Mr. Dulski, do vou have any questions? 

Mr. Duusxr. No, Mr. Chairman. 

Mr. Lesinsxi. Mr. Oliver? 

Mr. Oriver. Mr. Chairman, I was interested in listening to the 
observations that were made by the author of “A Changing America,” 
which Mr. Owen read to us. There the impact of this problem, 
from a social-responsibility point of view, seems to have been em- 
phasized to a great degree? 

Mr. Owen. Yes; he did emphasize it. 

Mr. Otrver. Would you not agree there is an economic implication 
involved, too? 

Mr. Owen. Yes; I do. 

Mr. Ottver. That if more people are thrown on the sidewalk, out of 
employment, obviously the consuming ability, the purchasing power, 
of the Nation has to be considered too. So there is an economic 
implication. 

Mr. Owen. Purchasing power is involved and when people are 
out of employment they cannot buy goods and services and the 
progress of the country depends on keeping up the purchasing power 
and keeping ahead. 

Mr. Outver. This is an obvious conclusion to reach and all the 
stress should not be placed on the social responsibility involved. 
This is the only criticism on what you read. I think it is wonderful 
the way it does read, but I think there ought to be more stress placed 
on the big dent that will be made in our economy if more people 
are thrown out of employment. 

The other point I would like to mention is this, that with the full 
utilization of manpower that is so obvious in the regimented nations 
of the world it would seem that we have got to put some real serious 
thought into trying at least to set up the ‘mechanism whereby people 
who are thrown out of employment because of automation are going 
to have, as you said, the opportunity of continuing on in the business 
of making a living. 

I think that that point itself is enough as far as I am concerned 
to cause me to support constructive moves toward any legislation 
which might be thought effective in setting up some kind of mandatory 
mechanism along the lines which you outline here. 

] thank you very much for the thought vou put into the statement. 
Thank you, sir. 

Mr. Lestnsxt. Mr. Owen, would this be a fair statement to make; 
that automation is beneficial if it is done on a gradual-scale basis, 
if the displacement of individuals is done with forethought as to how 
the individuals should be transferred and used and that the ultimate 
result would be beneficial not only in terms of purchasing power of 
the average individual but to the great interest of the whole Nation? 

Mr. Owen. I think that is undoubtedly true, Mr. Chairman. 
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Mr. Lesinsxk1. In other words, if you just automatize everything 
at once then we will have trouble? 

Mr. CunnincHam. Mr. Chairman, on that point when I was in the 
university many years ago they were talking about automation. 
The professor stated that it was not anything to be frowned upon 
because the people that were displaced theoretically would be em- 
ployed by the people who make the machines that displace them. 
In other words, the people that make the machines and the suppliers 
that supply the people that make the machines are creating new 
jobs as a result of making these machines and they will eventually 
create many new jobs to more or less offset those that are lost be- 
cause of the machines. 

The big problem is the lag, the adjustment period, that is the big 
problem. At least, that is what the professor told me then. 

Mr. Lestnskr. I have one question that is bothering me here a little 
bit. You mentioned the fact that the Railroad Retirement Board is 
centralizing its operation in Chicago where they will use EDP equip- 
ment. Some years ago there was a hue and cry about the centraliza- 
tion of the agencies of the Federal Government. We are conscious 
that cold wars might turn hot any minute and anything might happen. 
Do you believe that in case of an emergency, the centralization of the 
Railroad Retirement Board in Chicago might be dangerous? 

Mr. Owen. I should not think there is a danger there of any sig- 
nificance if it is properly conducted. .Here you have new machines 
that never were 

Mr. Lestnsx1. I believe you missed the point. I am thinking of 
the situation today when many big cities of America are within a 
4,000-mile radius of Russian airbases. That is what I had reference 
to, the big cities being wiped out first. 

Mr. Owen. Well, if it is a military problem there probably is 
danger there. 

Mr. Jonansen. If the chairman will yield, about 3 years ago we 
tried to get some of these Railroad Retirement Board functions trans- 
ferred to Battle Creek. We did not succeed but we thought that was 
a little less of a hazardous spot than Chicago. We still have hopes. 

Mr. Lesinsxi. Mr. Owen, do you have any other comments to 
make at this point? 

Mr. Owen. Nothing further. 

Mr. Lestnsxi. We appreciate your coming here. Your testimony 
has been very helpful. 

We will hear next from Mr. James Langan, operations director, 
Government Employes’ Council. 


STATEMENT OF JAMES LANGAN, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYES’ COUNCIL 


Mr. Lancan. Mr. Chairman and members of the committee, for 
the record my name is James K. Langan, the operations director of 
Government Employes’ Council, AFL-C1O, representing 650,000 
Government employees who are members of unions affiliated with the 
American Federation of Labor and CIO. I have prepared a state- 
ment here which treats the subject in general. 

I have indicated what has happened in outside industry from heavy 
industry through the clerical positions and the ones perhaps, you might 
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eall in between. And at the conclusion I have made some recom- 
mendations. 


(Mr. Langan’s prepared statement follows :) 


PREPARED STATEMENT OF JAMES K. LANGAN, OPfRATIONS DIRECTOR, GOVERN- 
MENT Empuoyes’ CounciLt, AFL-CIO 


My is James Ix. Langan, operations Givector of the Govermment Em- 
ployes’ Council, AFL-CIO, representing 650,000 Government employees who are 
members of unions affiliated with the AFL-CIO, 

I would like to compliment the chairman and merabers of this committee for 
‘aking time in their busy life to hold these hearings on a subject that is becoming 
increasingly important to Government activities as well as to outside pursuits and 
to thank them for this opportunity te present our views on this highly important 
subjeet. 

Automation and mechanization are the terms being used to describe the current 
evolution of our industrial economy as a successor to ‘‘technocracy”’ which was 
commonly used to describe the changes in industrial practices in the early thirties. 

In order to fully understand the possible impact of automation upon government 
and society we should first take a brief glance at what fabulous changes are taking 
place in the world around us. 

Automation involves the mechanical and electronic devices that automatically 
contro! machines. These are ofttimes used in continuous automatic production. 
One of the best known examples in heavy industry is the Ford engine plant in 
Cleveland, where, in 1952 Ford started operation in this plant to machine auto- 
mobile engine bloeks where a battery of 71 machines perform more than 500 boring, 
broaching, drilling, honing, milling and tapping operations with little human 
assistance. Shortly after this plant started operations it was estimated that 154 
engine blocks an hour ran through the production line requiring 41 workers. The 
same production pace with older methods required 117 men. 

In the clerical field there are still more astounding changes. Millions of dollars 
are being invested in automatic electric computers, which are taking a vast toll in 
manpower requirements. H. W. Prentis, Jr., chairman, Armstrong Cork Co., 
describes his firms use of a medium sized computer. ‘In 8 hours it makes all the 
calculations required to determine the gross payroll deductions and net pay for 
3,000 employees of our Lancaster floor plant. Formerly, about 225 man-hours of 
calculation were required to do this.”’ 

Most of us are reasonably familiar with the electronic devices that are being 
used now to control space and reservations for travel, and automatically print 
tickets and compute data for accountancy purposes. 

Bell Telephone systems’ long distance dialing direct from the subscribers phone 
is§made possible by automatic message accounting which uses a combination of 
electronic units to record both local and long-distance calls and to assign these 
calls to the proper subscribers account and to prepare automatically and print 
telephone bills. This has resulted in a heavy reduction of operators and office 
workers. 

All of the above examples of automation could, with modification, be adapted 
to Government activities, 

Presently the Pcst Office Department is planning two large facilities for im- 
proved mail processing called Operation Turnkey at Providence, R.I., and Opera- 
tion Gateway at Oakland, Calif. These are planned to serve as laboratories for 
new mail techniques for post office operations. At present there are no projected 
figures as to the savings expected in manpower-hours. The Department expects 
to place the Providence project in operation this vear and, for the present, are 
maling no career appointments in anticipation of reduced manpower requirements. 

When the various Government departments move into the automation field, 
I would strongly suggest that the Congress lay down a policy, that would require 
the agencies to have personnel management work closely with the installation 
engineers, to reduce to a minimum the adverse effect upon employees. 

As a former field director of the National Association of Letter Carriers, assigned 
to the Washington region of Post Office Department, I had an opportunity to 
review at first hand the introduction of mechanization in one of the stations of 
the Washington, D.C., post office. It had been decided by the engineers in 
charge of the mailster program to eliminate foot carrier routes and install mailsters 
on approximately 100 routes. As the representative of the letter carriers, I was 
invited by the regional personnel manager to sit down with him and the engineers 
to discuss the potential problems several weeks before the inauguration date. I 
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had suggested that in the interest of the employees it would be better to place a 
dozen of these mailsters in service and gradually introduce the rest after we had 
sufficient experience from the testing to lay down some ground rules. This sug- 
gestion was immediately vetoed by the engineers. The placing of these mailsters 
was not an immediate success from the standpoint of the carrier service or in the 
saving of any monies by the Department. However, due to the enlightened and 
humane common sense policies of the Bureau of Personnel many of the dislocations 
and irritating problems that would affect morale were solved with little difficulty. 

Government unions are not opposed to introduction of labor saving devices or 
automation as such. We ask that consideration be given to the human factor. 
The desire to introduce new machines must be accompanied by an equal desire 
to provide for the displaced and to fashion plans to soften the impact for em- 
ployees affected. 

Automation in industry, or in Government, can provide a wonderful oppor- 
tunity for greater standards of living in this country. A manufacturer who 
adopts automation in his factory to supply an increased number of “‘w idgets” with 
fewer employees, should be made to realize that unless there are people in a posi- 
tion to buy this expanded number of ‘‘widgets”’ the automatic machine cannot 
serve a good purpose. 

Government does not produce a product but provides services for its citizens. 
Employees of Government and others engaged in services should also share in 
the fruits of automation bilaterally with the workers in production. 

In attempting to meet some of the problems the AFL-CIO reports that, 
under collective bargaining, in 25 percent of present contracts covering 35 percent 
of all workers protected by collective bargaining now contain some severance pay 
provisions. This is provided in a length-of-service basis and ranges from a week’s 
pay after a year’s service to 10 weeks after 25 years. 

In view of the inherent problems briefly called to your attention in the above 
statement, I would like to make the following recommendations: 

(1) Agencies should be required to anticipate problems as far in advance 
as physically possible. 

(2) Personnel officials should work closely with planning engineers and 
have authority to insist on adherence to good personnel practices that would 
maintain high morale. 

(3) The Government has a moral duty to train and orient employees in 
new methods. 

(4) In cases where reduction in force is indicated, the Government should 
provide priority for placement in other agencies. 

(5) Employees should share in the increased productivity by shorter hours 
and increased pay. 


Mr. Lancan. We have seen some tremendous changes, particularly 
in data-processing machines, but they are no less startling or astound- 
ing than what has happened in heavy industry. I cite an example 
here in the Ford plant in 1956 at Cleveland, where they were able to 
perform—a battery of 71 machines could perform the service of 
boring, drilling, building, processing blocks that were used for auto- 
mobile engines and they were governed by a panel, a board with lights 
and all of these electronic gadgets as we know them now. 

A lot of this automation is the result of the work that the Govern- 
ment is doing in developing missiles and the allied products of missiles 
in order to get into outer space. The engineers have worked so hard 
in developing something along those lines that automation is in many 
cases a byproduct of know ledge learned in doing that. 

Now we are faced with the problem of what the G overnment should, 
what the Congress ought to or ought not to do with reference to this 
automation. We are principally concerned here with the Govern- 
ment employees as such, but I think that the Congress should also 
give some attention to what is occurring to our people on the outside. 
Because the Congressman so ably pointed out here in these hearings, 
that the introduction of this machinery is going to displace people 
then it is also going to make them wards of tax- ~disbursing agencies, 
and it is also going to take them out of the production field and 
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paying tax to the Government, so we are going to lose all the way 
around, 

Therefore, I think that the Government has a great challenge here— 
the Congress has a great challenge here to point the way as to how 
to handie this problem of automation. We do not have the facilities 
of collective bargaining as those in outside industry enjoy, so we 
ought to work a little more diligently and bring up something that 
can be an example for outside industry to follow. 

It is just not sufficient to manufacture a product at a tremendous 
decrease in manpower and be able to sell it in a competitive market 
at a cheap rate if you are going to lay off people and eventually 
create a cycle which is going to hit you and nobody can buy your 
product, because those displaced have no money. What would it 
profit anyone? 

Now, with particular reference to the Government, I believe that 
the Government has a moral responsibility to prepare plans well in 
advance to put these automation features into effect. Certainly, no 
Government department can be or should be excused for saying next 
week we are going to try out something, and then perhaps lay off 
people. 

I know that in some cases there is not good liaison or good coop- 
eration between personnel peopie and engineers. Engineers usually 
are concerned with the designing and the problems of their engineering 
and not concerned with the personnel. In my recommendation | 
state that personnel management should have a great deal of authority 
in governmental departments when thev are contemplating putting 
in these electronic processing devices or whatever term you might 
apply. 

i also believe, as has been brought out here, that there should be 
some agency or some operation in which those who are eventually 
displaced or unable to be adapted to changing conditions can seek 
work in Government. The Government now has the opportunity to 
replace people or to transfer people to other areas and has not done 
so well. There are at present provisions in the law whereby a dis- 
placed employee may find himself a job, but he has to do the finding. 
He has to find out where the vacancy is and then he has to get himself 
certified and the Civil Service Commission has to approve it, and he 
can get a transfer, if approved. 

But in the case of an employee displaced as a result of automation 
something should be set up so that the agency that is separating him 
will have some responsibility about relocating him somewhere else. 
That would help take care of the terrific impact from losing your job. 

I have had personal experience as the field director of the National 
Association of Letter Carriers with some mechanization in the post 
office I would like to refer to. It was here in this very city I was the 
field director of the National Association of Letter Carriers to the 
Washington, D.C., postal region. 

The regional personne] manager called me one day and said they 
were going to substitute mailster service in one of the branch post 
offices that had about 100 routes, and he asked me if I could present 
myself for a discussion of the problem with the engineers and himself. 
That they were going to institute this within a few weeks—TI think 
it was 3 or 4 weeks. So we sat around the table, and I could anticipate 
many problems that might arise. 
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We had people who were delivering mail that had never operated 
any kind of a vehicle and they yet were going to put these men on 
these three-wheeled vehicles which aside from anything else are 
dangerous. You ought to be a qualified man to handle that sort of 
vehicle. So I suggested to the engineer who was in charge that we 
ought to put about a dozen of those in operation and from the expe- 
rience gained with that dozen then we could gradually absorb the 
others. They said, “No, from an engineering standpoint the full 
hundred had to go into effect.’’ And it was only because we had good 
personnel management there, I mean a man that really was qualified 
to handle personnel people, that we avoided a lot of problems. 

There were a few that cropped up but fortunately it came out all 
right because of the work of the personnel people, and that is the 
reason I recommend that the engineers and the personnel people work 
well together with personnel having a great deal to say about what 
can or what cannot be done. 

Mr. Jonansen. If I may interrupt at that point. I am extremely 
interested in this example you have given. Would you care to 
elaborate a little bit? As I gather it this involved about 100 em- 
ployees? 

Mr. Lancan. About 100. 

Mr. Jowansen. I would like to have you elaborate on what 
developed. In other words, first of all how many employees—to what 
number was the 100 reduced as a result of this introduction of mailsters, 
would you recall? 

Mr. Lanean. To the best of my recollection it reduced the six 
parcel post carriers who served that area, that eliminated parcel post 
service. And that is about all. 

Mr. JoHaNseN. In other words, it was a reduction of 6 out of 106? 

Mr. LanaAN. Six out of a hundred, to the best of my recollection. 
That is all it did. 

Mr. JoHaNnsEN. What then was done with the six that were reduced? 

Mr. Lancan. Well, in the postal service I suppose you are aware 
we have seniority which meant that those men would have to seek 
work elsewhere. Their employment was not eliminated, but by nor- 
mal attrition they were able, as the opportunity presented itself, to 
bid in a vacancy on a particular job although there was work for them 
every day in one capacity or another, perhaps substituting for other 
people. 

Mr. JonHanseNn. In other words, where there would have been new 
hiring at a lower level there were shifts made within the service so 
these six were absorbed? 

Mr. Lanean. Yes. But you have to understand that the Post 
Office Department is in a position that is not like other Government 
departments. The Post Office is expanding year after year. I think 
the only time the Post Office shrunk a little bit, in my memory, was 
in the early 1930's. 

Mr. JonansEn. In other words, there are opportunities for absorp- 
tion in the Post Office Department that you do not get in other 
departments? 

Mr. Lanaan. That is correct. 

Mr. JoHansen. I mean, greater opportunity? 

Mr. Lanean. That is right. I pointed out here in my brief that 
with the contemplated program in Providence, Operation Turnkey, 
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I know you know something about it, and the one out in Oakland, we 
have to watch that very closely to see there is no personnel problem 
with those operations. 

Mr. JoHANSEN. Was it the impression that the Department had 
that this substitution of mailsters would involve economies for the 
Department? 

Mr. Lanean. | ain sure they expected economies. 

Mr. JoHANSEN. As well as better service? 

Mr. Lanean. I think economies more particularly. Economies. 
I think that was the reason for it. 

Mr. Jonansen. | think it particularly helpful to the committee 
when we can have the details of how some of these things are worked 
out as a guide to new types of problems that we get involving the 
absorption of displaced personnel? 

Mr. Lanean. That is right. But in this particular instance there 
were a lot of other problems. I suppose you know that. About 
six people, I think, had jobs eliminated at that time. To the best of 
my recollection. I do not have access to official records. 

Mr. Lesinski. I have received a number of complaints from 
employees stating that they are not opposed to the changes, as such, 
in the Post Office Department at the present time, but that these 
changes are taking place too rapidly without giving full consideration 
to the effect on the employees by not allowing the employee members 
to participate in the advance discussion on some of these changes. 

There has been mismanagement—though that isnot quite the proper 
word—because these things are done too rapidly to be thought out 
properly. 

Mr. Lancan. That is right. That is why I say well-qualified 
management people could handle this very well if they would, rather 
than come in and say ‘‘tomorrow we are going to make a change.” 
They certainly did not just now think of it. It must have been in 
some planning stage for a few weeks. 

They could ask people to sit around and then tell them what is 
contemplated. 

Mr. Lesinsxi. I am assuming you are familiar with what is hap- 
pening in industry? 

Mr. Lancan. I have done some reading on it. 

Mr. Lesinskr. Would this be a fair statement: That automation 
has displaced people on the production lines? 

Mr. LAnGAN. That is right. 

Mr. Lesinskri. But has not automation also increased the number 
of emplovees in certain fields? 

Mr. LANGAN. Yes, it does. 

Mr. Lesinskr. In other words, automation may result in the 
elimmation of some jobs, but also lead to the creation of new jobs? 

Mr. Lancan. That is right, but not in the same proportion. But 
it has created more white-collar jobs, this so-called automation. | 
pointed out that it is a successor to technocracy as we knew it in the 
early 1930's. 

Mr. Lesinskr. In other words, you will agree with the statement 
made prior to this that automation brought about gradually would 
not hurt, but it is brought about too rapidly in many cases? 

Mr. LANGAN. Yes, but I will qualify that bv saying “‘if it is done in 
an intelligent manner, if it is put in in an intelligent manner it should 
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not hurt.”” That is why I say Congress should provide good examples 
for industry to follow because we know that some industries feel 
they ought to get all the advantages out of automation and not the 
employees and there is a battle there. 

Mr. Lesinski. I gather that the Government unions are not op- 
posed to certain automation. Do you have any special ideas as to 
how these gains might be measured and distributed to the employees? 

Mr. Lancan. No, I do not. That is hard to evaluate. I think 
in considering the entire program of automation within Government 
and out of Government, that there ought to be a philosophy that all 
of us should share pretty much to an equal amount, whether we are 
in or out of Government. What would have to be determined then 
of course would be the number of employables possible, the number 
of people employed and so on. I mean, so far as the hours of work 
fora week. And then the wages ought to be determined on the stand- 
ards of living required for the people and the skills. 

Mr. Lestnsxi. If you have any suggestions along that line the 
committee would be very happy to have them. 

Mr. Lanegan. Thank you, Mr. Chairman. I have none right now. 

Mr. JoHANSEN. In private enterprise when there is increased 
productivity it is my understanding that there is a sound philosophy 
that three parties should share in any savings or any benefits: The 
employees in increased wages, the consumer in reduced prices and the 
investor, the stockholder, in earnings, that there should be a sharing. 

Would you subscribe to the general proposition that as a corollary 
of that in Government while there should be not only a protection of 
the right of employees but insofar as there is increased productivity 
and a benefit to employees in wage increases and also a benefit to 
the taxpayer in lowered costs of operations of Government? Is that 
a fair basic premise? 

Mr. LAanGAN. We agree with it thoroughly. As a matter of fact, 
in my statement here somewhere I say that Government employees 
ought to share in the profits of automation bilaterally with people 
on the outside. 

Mr. JowanseNn. In this case, the taxpayers who are paying the 
costs of the operation of the Government? 

Mr. Lanean. That is right. 

Mr. Lestnsxit. They would serve as the so-called stockholders, 
in other words? 

Mr. Lanaan. That is right. 

Mr. Lesinskr. Mr. Prokop? 

Mr. Prokop. I believe at this particular time the chairman of our 
subcommittee as well as the witnesses who have brought out this 
point so vividly regarding automation and employee job security 
should be commended. I am somewhat worried about the future of 
our jobholders whose jobs are in jeopardy because of the increased 
activity of automation, and I feel that you people who have added 
your words of testimony here as well as the committee should be com- 
mended for taking an interest in this problem which we will have to 
face in the years ahead. 

Mr. Lesinski. Thank you, Mr. Prokop. 

Mr. Langan, do you have anything further to state at this point? 
Have you covered your statement all the way through? 

Mr. Lanean. I have. Thank you very much. I want to thank 
you and the members of the committee. 
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Mr. Lesinski. We appreciate it very much. You have been very 
helpful. 

I will next call on Mr. B. J. Beary, Deputy Assistant Postmaster 
General for Personnel, Post Office Department. 

Mr. Beary. 


STATEMENT OF B. J. BEARY, DEPUTY ASSISTANT POSTMASTER 
GENERAL FOR PERSONNEL, POST OFFICE DEPARTMENT 


Mr. Beary. Mr. Chairman and members of the committee, the 
Post Office Department welcomes this opportunity to present informa- 
tion on mechanization and its immediate and future effects on employ- 
ment in the postal service. 

Mechanization in the post offices takes the form primarily of ma- 
chine-letter sorters, parcel-post sorters, facer-cancelers, and Mail-Flo 
systems which transport the mail within large post offices. The 
mechanization program is aimed basically at the mass operations 
involved in processing and moving mail within post office buildings. 

In view of the committee’s sincere interest and concern in this sub- 
ject, I know that you will be pleased to learn of the several facts, some 
of them perhaps peculiar to the postal service, which tend to assure 
that mechanization in post offices will have a beneficial rather than an 
adverse effect upon the career employees of this Department. 

First of all, the officials of the Department who are involved in the 
introduction of mechanized equipment in post offices, up to and 
specifically including the Postmaster General, have constantly been 
alert to the human factor in this matter of mechanization. From the 
first days of the modernization program, Postmaster General Sum- 
merfield has pledged that no career employee of the Department shall 
Jose his job because of the introduction of nechanized equipment. 
That pledge has been kept. 

Secondly, the introduction of mail processing equipment has been 
and will continue to be gradual, permitting orderly and planned train- 
ing and redistribution of the work force as necessary, and enabling the 
Department to take advantage of attrition where possible. Through 
normal turnover, through regulating new hires at post offices affected, 
and through occasional reductions in temporary substitute hours, we 
have been and will be able to adjust to the economics made possible 
by machine processing without requiring the involuntary separation 
of career employees. 

Thirdly—and this is an element in which the postal service is differ- 
ent from most agencies of the Government—we have a constantly 
rising mail volume, which means that mechanized mail processing 
and other improvements in management and equipment will at best 
serve to retard or arrest the constant expansion of the work force, but 
in the foreseeable future they will not permit any overall reduction 
in the work force. 

The fourth factor I should like to mention is that a good number of 
employees in the total work force are temporary employees. Therc- 
fore, when it becomes possible in a particular large post office, through 
mechanization, improved work methods, or otherwise, to trim the 
work force, this cushion is available as a protection to the career 
employees of the Department. 
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The fifth factor consists of the Department’s policy to provide 
advance specialized training to the employees who will work on or 
in direct association with the new equipment. This training includes 
machine maintenance training as well as operator training, and is 
supplemental to the orientation training which will be more generally 
given so that employees will understand the purpose and function_of 
the machines to be instalied. 

Finally, the principal effect of mechanization, from the individual 
career employee’s standpoint, will be to make possible the develop- 
ment of higher skills and to alleviate much of the manual burden which 
has been traditionally associated with mail processing and mail 
handling. 

In the words of Postmaster General Summerfield at Flint, Mich., 
in June 1959, “‘the work of our associates will be made more interesting, 
more satisfying. It will be more challenging, too, for it suggests ways 
in which our career men and women can better use their particular 
skills and knowledges.” 

Mr. Lesinsx1. Mr. Beary, the point you mentioned here about 
mechanization not causing layoffs of employees is an interesting one. 
Some time ago a problem was called to my attention that involved 
the clerks who were at that time in the Department but who were 
not trained for these new jobs and people from the outside were brought 
in. There was this problem at that time. 

Now, whether you-—-you mentioned here that the clerks should not 
be laid off or the people should not be laid off. But they were not 
laid off. They were rather dissatisfied with the fact that they were 
not given the opportunity to work on this new equipment? 

Mr. Beary. Does this relate to a particular city or post office? 

Mr. Lesrnskr. [t relates to Washington, D.C., to the new auto- 
matic sorting machines. 

Mr. Beary. I am not familiar with any problem in that connection, 
Mr. Chairman. 

Mr. Lesinski. Women were brought in, also. 

Mr. Beary. Yes: I know that there are women who are on them. 
There are additional machines being installed, a very limited number 
being put in in the first place and I do not know of any failure on the 
part of interested clerks to be given the training and be placed on the 
machines, even in Washington, D.C 

Mr, Lesrnski. The complaint was that the clerks received no 
training on those machines and other people were brought in and 
given these jobs in training on this equipment. 

Mr. Beary. You will find some instances where a statement no 
training is given might be absolutely correct, but will not tell the 
whole story because sometimes employees will be apathetic about the 
work. They will see no benefit to themselves in taking a machine 
operator job in preference to 2 manual operstor job and, of course, we 
still have in the Washington, D.C., post office, manual distribution. 

Mr. Lestnski. I realize that during @ period of transition, you have 
to have the regular clerks on to sort mail while equipment was being 
put in and therefore you pick up new help to train for this equipment 
while the old help was sorting mail. I am assuming there may have 
been that possibility. 

Mr. Beary. There may bave been something of that, although I 
have not been faimiliar with that particular problem. I do know that 
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as a general proposal it is the firm intention of the Department to 
make the maximum use of the employees already with us. 

Mr. Lestnsxki. I commend you on that statement and hope it is 
followed through. 

In the Washington post office, being the largest mechanized post 
office in the eaten to what extent has automation increased the cost 
of operation? 

r. Beary. There was testimony presented by the Assistant Post- 
master General of the Bureau of Operations to that point before the 
House Subcommittee on Appropriations recently. I do not feel 
sufficiently competent to give you a definitive answer that would 
beyond that testimony, primarily for the reason that it is a little 
complex. There are questions of depreciation involved and the 
influence of other changes such as the metro system that would make 
it impossible for me to give you a very satisfactory answer other than 
to suggest that possibly the insertion that was made at the Appro- 
priations Committee also be inserted in the record here. 

Mr. Lesitnsxi. Thank you. We will obtain that information for 
the committee files. 

What has been the end result of mechanization for the Washington 
post office in terms of numbers of employees doing that job, pro- 
portionately? 

Mr. Beary. I do not believe there has been any result in terms of 
an actual reduction of employees. 

Mr. Lestnskr. Has not the greatest effect of mechanization been 
to reduce the number of employees necessary to handle the increasing 
volume of mail? 

Mr. Beary. I dislike to put that in the past tense for the reason 
that there are not enough pieces of this equipment located around in 
the post offices to generalize for the past. But for the future I should 
say that the effect will be, as I have indicated in my prepared state- 
ment, to reduce the number of temporary substitute work hours. 

Mr. Lesinsxt. There has been that effect? 

Mr. Beary. There has been that effect in some limited areas, but 
even in Washington, D.C., they have not had the equipment for a 
full year. 

Mr. Lesrtnskt. This has to be given time to prove what the effects 
will be? 

Mr. Beary. Yes. 

Mr. Lesinskt. What would be your opinion as to future increase 
or decrease in post office personnel? 

Mr. Beary. As I have indicated the main accomplishment, in 
terms of employment, that we anticipate from mechanization of the 
postal service is not an absolute reduction in the number of employees 
although reductions in temporary substitute hours will occur here 
and there. On an overall basis, however, there will be no general 
reduction that we can foresee in the total work force in terms of man- 
years. In terms of man-years we budgeted for some 18,000 more 
man-years in fiscal 1961 than in fiscal 1960, and roughly a correspond- 
ing increase has occurred over the past several years and is anticipated 
for the future, so speaking in terms of the postal service as a whole 
I think attention should be directed to the fact that we hope to stem 
the constant increase to some degree but we are not optimistic enough 
to think that there will be any decrease except in isolated instances. 
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Mr. JoHANSEN. In other words, the increase may be lessened or 
the tempo of the increase slowed? 

Mr. Beary. Exactly. 

Mr. Jowansen. As a result of automation. But still the net 
increase due to the increase in the volume of the mail that has to be 
handled? 

Mr. Beary. Yes, sir. 

Mr. Lestnsxi. Along that very line, in the recent hearing before 
the House Appropriations Committee, Assistant Postmaster General 
Gillette testified that a savings of 92 people should be realized as a 
result of utilizing electronic data-processing equipment for payroll and 
accounting purposes. 

I have two questions. First, will there be an actual savings in 
manpower, or are these estimated personnel savings merely developed 
to serve as justification for the immediate installation of electronic 
computers? 

Second, if these personnel savings are to be realized, what steps have 
been taken to protect the individuals to be displaced? 

Mr. Beary. As far as the regional controller's office proper is con- 
cerned it constitutes a net savings. It is not an artificial savings for 
the purpose of having equipment. It is areal one. But the savings 
are accomplished not by dropping people off in a reduction of force 
but rather by taking advantage of attrition and by reassigning the 
people over a period of time to other areas, particularly in the re- 
gional office itself. 

Mr. Lestnsxi. Any further questions? Mr. Johansen? 

Mr. JoHANSEN. I think not. 

Mr. Lesinsxr. Mr. Prokop? 

Mr. Proxor. None. _ 

Mr. Lesinskit. We appreciate your testimony very much, Mr. 
Beary, and if we have any further questions, may we consult you at 
a later date? 

Mr. Beary. Certainly. 

Mr. Lestnskt. We will adjourn until 10 a.m., Friday, March 4. 

(Whereupon, at 11:50 a.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Friday, March 4, 1960.) 
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FRIDAY, MARCH 4, 1960 


Houst or Representatives, 
SUBCOMMITTEE ON CENSUS AND GOVERNMENT STATISTICS 
or THE ON Post Orrice AND CiviL SERVICE, 
Washington, D.C. 

The committee met at 10:10 a.m., pursuant to recess, in room 215, 
House Office Building, Hon. John Lesinski (chairman of the subcom- 
presiding. 

Mr. Lestnsx1. The committee will come to order. 

We will continue at this time the hearings of our Subcommittee on 
Census and Government Statistics regarding employee job security 
as it relates to office automation. 

Wednesday we heard from the president of the American Federa- 
tion of Government Employees, the president of the National Federa- 
tion of Federal Employees, ‘and the operations director of the 
Government Employes’ Council. 

The Deputy Assistant Postmaster General for Personnel also testi- 
fied regarding the automation or mechanization that has taken place 
in the Post Office Department. 

Today representatives of the Veterans’ Administration and the 
Treasury Department will advise our subcommittee of the specific 
steps that their agencies have taken and will take in the future with 
regard to prov iding employee job security where electronic data- 
processing equipment and other automated procedures are being in- 
troduced into everyday operations. 

We will hear first from the Veterans’ Administration. 

At this time I would like to say that we have heard some very nice 
comments about the Veterans’ Administration, and we are most anx- 
ious to hear from Mr. Edward R. Silberman, Assistant Administra- 
tor for Personnel. I believe you have with you Mr. Provan and Mr. 
Reilly. 


STATEMENT OF EDWARD R. SILBERMAN, ASSISTANT ADMINIS- 
TRATOR FOR PERSONNEL, VETERANS’ ADMINISTRATION, AC- 
COMPANIED BY JOHN R. PROVAN, ASSISTANT ADMINISTRATOR 
FOR MANAGEMENT SERVICES, AND F. W. REILLY, ADMINISTRA- 
TIVE ASSISTANT, OFFICE OF ASSISTANT ADMINISTRATOR FOR 
MANAGEMENT SERVICES 


Mr. Strperman. Mr. Chairman and members of the committee, I 
have a prepared statement which, with your permission, I would like 
to have inserted in the record, which covers very briefly the back- 
ground or history of automatic data processing in the Veterans’ Ad- 
ministration and gives you a picture of what we are doing now in our 
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current program, something about our planned activities, and the 
benefits to be derived. These benefits cover both dollars, procedures, 
and manpower. 

Mr. Lestnsxt. Without objection, your prepared statement will be 
inserted at this point in the record. 

(The statement referred to follows :) 


PREPARED STATEMENT OF Epwarp R. SILBERMAN, ASSISTANT ADMINISTRATOR FOR 
PERSONNEL, VETERANS’ ADMINISTRATION 


Mr. Chairman and members of the subcommittee, automatic data processing 
is not a new term to the Veterans’ Administration for we have been processing 
data on punched ecards since 1922. We are using punched-card equipment for 
insurance premium and dividend accounting, benefit payment disbursing, medi- 
cal statistics, payroll accounting, supply inventory and management, personnel 
statistics, financial and cost accounting, to name a few major applications. 

The advent of electronic computers offered us a new dimension in data process- 
ing. We restudied our operations in the light of this new medium and con- 
cluded it could be used in our daily work. This statement is a summary on how 
the VA is using electronic computer systems, how we plan to use them in the 
future, and the benefits that automatic data processing will provide. 


Current electronic data-processing activities 


The first VA large-scale computer was installed in the district office at Phila- 
delphia in July 1959. The primary function of this commuter is the establish- 
ment and maintenance of the necessary insurance records to service our more 
than 6 million policyholders. Practically all of our basic insurance record data 
is being transferred to magnetic tape to replace records now maintained on con- 
ventional manual or punched-card systems. The data on this magnetic tape 
will make up our master record file. This master record will contain such infor- 
mation as: policy number, name, age, date of issue, kind of insurance, address, 
premium rate, and other related data about each individual’s policy. 

When premium payments, loan payments, or any other tvne of changes are 
received, they will be converted to a transaction tape (magnetic). This trans- 
action tape will be run together with the master tape each day to produce a new, 
up-to-date master tape. In the updating process the computer performs the fol- 
lowing functions: 


Premium posting Dividend credit and deposit accounting 
Premium billing Dividend payment 

Loan accounting Lapse processing 

Loan interest billing Renewal of term insurance 

Lien accounting Allotment and deduction accounting 
Lien interest billing Miscellaneous file maintenance 


Other functions will be performed on a monthly, semiannual, or annual basis. 
Some of these are: 

Statistical summarization of record data. 
Reconciliation of the allotment and deduction control file. 
Preparation of an actuarial in-force file. 

Updating of dividend rates in the master file. 

This is considered the most extensive computer application undertaken by any 
major life insurance operation for we are pulling together the premium, loan, 
dividend, and billing records into one major file. The conversion of insurance 
records started during August 1959 and should be completed during 1961. 

In addition to the large-scale computer, there is a medium-size, random-access 
computer installed in each of the three insurance offices. The legislative changes 
dealing with total disability income provisions, and conversion of veterans 
special term insurance (Korean conflict) policies to veterans special life in- 
surance, required the VA to process rapidly a large volume of policy issues. 
These legislative changes resulted from Public Laws 678 and 896, 85th Congress. 
These computers are being used to process the resulting flood of applications. In 
this operation the input to the machines has all the information peculiar to a 
particular policy such as: Name, address, policy number, age, type of policy, etc., 
as well as the data on the application. The computer’s output is the policy or 
rider with new rates as well as the insured’s name and address, new pclicy 
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data card, notice to actuary, status card for preparing lists for transfer posting 
to the new premium record card, and a status notice for release to the insured. 

The second VA large-scale computer was installed in the VA data-processing 
center at Hines, Ill., in December 1959. This center is to become the hub for 
the data-processing activities of the VA with all other computer installations 
being adjuncts to the center. 

The VA data processing center’s first application will be the payment and 
statistical operation of the disability and death benefits programs. Each VA 
regional office will continue to adjudicate claims and maintain the claims folders 
for all veterans in its jurisdictional area. Thus, contact with the veteran and 
his beneficiaries will continue to be provided at convenient decentralized loca- 
tions. But, instead of each regional office continuing to maintain several types 
of records for each payee in its finance and administrative divisions, a magnetic 
tape master file of all the 4,700,000 veterans and beneficiaries who receive 
monthly checks for compensation or pension, or death insurance awards will 
be established and kept up to date at the VA data processing center. When 
there is a new award for a veteran or a dependent, or any change to an existing 
award, each regional office will prepare rating sheets and award letters on 
a flexowriter. This is a special kind of typewriter which will, at the same 
time it is typing the original copy, produce a punched paper tape with the 
desired information. This punched paper tape will then be mailed to the VA 
data processing center where it will be converted first to punchcards and then 
merged on a reel of magnetic tape which will include changes received from 
all regional offices. This reel of magnetic tape will be the change tape to be 
run against the master file and bring it up to date with additions and changes. 

A payment tape, produced by the computer, will be forwarded to the Treasury 
Department which will use this tape with their own equipment to write the 
checks going to veterans and their beneficiaries. An added convenience—a 
geographical code will be included in the tape so that when the checks are 
produced by the Treasury Department they can be forwarded to the Post Office 
Department already sorted by State, and in the large cities, by city. 

You can see that through this system the Veterans’ Administration will 
process the paying of benefits to a veteran or his dependents, from the time 
the application is received in VA until the check is delivered by the Post Office 
Department, without maintaining multiple records or engaging in duplicate 
writings, filings or sortings. 

The first regional office scheduled for conversion was Chicago, which started 
in February 1960. Each succeeding month it is planned that groups of stations 
representing approximately 10 percent of the workload will be converted until 
the entire process is completed in calendar year 1961. 

In our central office we have a medium-size computer. It is used as a com- 
plement to the punched card tabulating machine installation which operates 
on a service bureau basis for all departments and staff elements of the VA. 
It performs a wide variety of tasks ranging from the consolidation of agencywide 
reports from data received from the several regional offices, hospitals and 
centers, to the analysis of medical research data. 


Planned VA automatic data-processing applications 


Studies are being conducted to design an agencywide integrated data proc- 
essing system encompassing the common service areas of fiscal management, 
supply management, payroll administration with related personnel statistics, 
and medical administrative operations and related statistics. 

We are also planning to extend the use of electronic computers to clinical 
investigations and medical research. Our objective is to develop a system which 
would automatically yield patient data information in all phases of our medical 
program. Involved is the design of a record system with sufficient flexibility 
to meet certain biometric and statistical needs, diagnostic and case indexing, 
special study needs, and administrative operational needs. The VA firmly 
believes there is a high potential for the application of electronic data proc- 
essing equipment to medical research and clinical evaluation. 


Automatic data-processing benefits 


The use of automatic data processing offers many benefits to the Veterans’ 
Administration. It will facilitate some of the massive recordkeeping, calculating, 
and accounting which is required in our daily work servicing veterans and their 
dependents. It will eliminate dull routine tasks; reduce the number of record 
and data files and in the amount of file duplication; allow better use of our 
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human resources; provide better services at lower operating costs; and most 
hopefully improve health and prolong human life. 

Examples of how mechanization and improved management techniques has 
resulted in lower operating costs are as follows: 

Annual administrative expenses for our insurance program in fiscal year 
1949 were over $50 million, while in fiscal year 1959 the expenses were less 
than $25 million. This reduction is significant especially when you consider 
the fact that the number of accounts serviced in 1959 (6,860,519) were 
slightly in excess of the number for 1949 (6,139,375). Procedural improve- 
ments, consolidations in insurance offices, and mechanization were the major 
contributing factors in this area. 

The conversion of our benefit payment activities for the compensation, 
pension, and vocational, rehabilitation, and education (Public Law 550) 
programs to punched card operations should result in an estimated savings 
of 312 positions by the end of fiscal year 1960. In addition, as a result of 
our electronic computer operations, in just veterans benefits of insurance, 
it is estimated that by fiscal year 1962 there would be a further reduction 
of 1,259 positions. Since we are in the conversion state of our operation, 
it is expected some adjustments will be made in these estimates, both plus 
and minus, 

While a great deal more remains to be done, the systems we have installed, or 
are in the process of installing, have already shown their potential as an effective 
means of data processing. The VA plans to aggressively continue its studies as 
long as there are operations that can be improved and as long as there are new 
developments in systems and equipment that offer further improvements. 

Although the VA considers it essential to use all modern methods and devices 
to improve service to veterans, the human problems in connection with VA 
installations of automatic data processing systems are of much concern to the 
Veterans’ Administration and a matter of personal concern to the Administrator 
of Veterans’ Affairs. 

We well know the subcommittee’s interest in the impact of automatic data 
processing on personnel and therefore welcome the opportunity to discuss the 
measures that the Veterans’ Administration has taken to avoid the personal 
hardship that so often accompanies a technological change. 


Mr. SitperMan. From that, I thought, with your permission I 
would like to ad lib a bit and cover the current personnel picture 
and then put in some specifics. 

We in the Veterans’ Administration feel it is a pleasure for us to 
be here before this committee, because we too have a deep interest in 
minimizing the impact of automatic data processing on people. This 
has been and will continue to be a major item of concern at all levels 
of management in the VA. Extending down from our Administra- 
tor, Mr. Sumner Whittier, all of us have been planning for data proc- 
essing or for conversion to ADP with maximum consideration for 
the welfare of our employees, and we have been giving, we think and 
we hope, a maximum amount of attention to the human relations 
aspect of automatic data processing. 

When we thought we would go into automatic data processing, and 
when our technical experts finished their feasibility studies several 
years ago, we developed a kind of administrative Magna Carta. I 
thought I would cover this morning, the four or five items that we laid 
out for ourselves, these administrative practices, and then with your 
permission give you some excerpts or specific illustrations and exam- 
ples of what we have done, are now doing, and plan to do in the future. 

Mr. Lestnskt. Prior to going into that, to clarify something in my 
mind; in your regular service of the VA, medical and so forth, auto- 
mation, as such, is not involved ? 

Mr. SirperMan. That is correct, sir. 
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Mr. Lestnskr. Your comments as to automation in the VA will 
relate to benefit payment operations, insurance activities, and things 
of that nature? 

Mr. StrpermMan. We have two large-data processing centers at the 
present time. One in Chicago, for the payment. of these benefit pay- 
ment checks, and the other one at Philadelphia, for the insurance 
activity. The medical aspects, or the feasbility of converting to data 
processing in our medical programs is presently being studied, and 
we have several teams working on that. There is no target date as 
yet. 

Mr. Lesrnskr. Very well. 

Mr. SirpermMan. The first thing we did was to establish the basic 
principles and policies on an agencywide basis which would govern 
the treatment of all people who would be affected by conversion to 
automatic data processing. This was the first step in our administra- 
tive Magna Carta. What we did was formalize personnel policies 
tailored to ADP situations on an agencywide basis. Then we figured 
that the key to success in any large undertaking is continued syste- 
matic planning. We then wrote down our specific plans. 

We have tried to establish and keep on a current basis a systematic 
and practical method of obtaining and keeping accurate data, sta- 
tistics, and other figures, on the employment situation in VA stations 
around the country. For example, we would like to know how many 
people are affected, the types of jobs that are to be affected, the 
geographic location of these jobs, the functions to be converted, the 
dates of conversion to automatic data processing, et cetera. 

The next. item that we covered was the area of communications. 
We tried to provide for a free flow of communications to all em- 
ployees on an agencywide basis. And in this connection we have 
broken down departmental lines in that everyone is treated as a VA 
employee. 

As you know, the agency is divided into three principal depart- 
ments: Departments of medicine and surgery, of veterans’ benefits 
and insurance. We have handled the area of communications at 
the Administrator’s level. 

We wanted our people to know what was going on and how they 
stood at any given time, and at the same time we wanted to provide 
our employees with a ready access to management. We wanted to 
know their problems. This has been done, using several techniques 
which I will try to amplify to you a little later on. 

The last item in our program outline covered an action activity. 
This covered a variety of items and things that had to be done to 
minimize employee dislocations resulting from conversion to data 
processing, and to stress positive human relations. 

This covers a variety of activities. For example, we developed train- 
ing agreements with the Civil Service Commission. We did some job 
engineering internally. We are training our employees for new skills 
and retraining for reassignment. We have developed intra-agency 
agreements and arrangements. We are working constantly with em- 
ployee organizations, who have been a source of great help. 

An obvious activity is of course making the maximum use of at- 
trition, wherever possible, to minimize the impact of ADP. 
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Mr. Lestnskt. May I assume from your statement that by con- 
sulting with employee groups and working out the details, you obtain 
broader conceptions to what the needs are, and you can implement 
procedures accordingly ? 

Mr. SirperMan. Exactly, sir. 

Mr. Lestnsk1. You may proceed. 

Mr. SrpermMan. This about covers the framework or the outline 
of our attack. 

Now, to fill you in on some of the details and put some meat on 
the skeleton, I brought along some typical illustrations of what we are 
doing. 

In the area of personsel policies, that I mentioned as the first. item 
on our agenda. Long before our hardware was installed in either 
Chicago or Philadelphia, we contacted all levels of management in 
the agency—this is about a year and a half ago, now—and laid out 
the following policies for conversion to automatic data processing. 
I think you might be interested in some of these. This is from the 
Administrator to all department heads. Mr. Whittier said: 

All management levels will provide active leadership in effecting conversion 
to automatic data processing with maximum consideration for and use of all 
VA employees. Department heads will advise managers concerning the occupa- 
tional categories and the approximate numbers of employees that will be 
directly affected at each station by the conversion to ADP. Such information 
shall be furnished as soon as possible— 
and here is one of the keys to any success we have had, although we 
still have a long way to go, sir— 


but not later than 6 months prior to the conversion date for the particular station. 


In other words, managers shall be informed, at least 6 months before 
conversion to ADP at any given station, how they and how their 
employees stand. 

Mr. Lestnski. Meaning specifically what ? 

Mr. Srrserman. How many people will be affected by ADP, the 
numbers to be affected, and the types of jobs to be affected ? 

Mr. Lestnsxr. Meaning that management shall take these steps to 
inform these employees, and that they shall be either retained or 
informed that they will be transferred into other jobs? 

Mr. Exactly. 

The next item: Wesay: 


as it relates to operations at their own stations. 
The next item: 
Wherever possible— 

and then we underline this— 


better job opportunities resulting from automation will be made available to 
present VA personnel, based on qualification and merit. 

I might say a word about this. As you know, ADP is relatively 
new technology. The Government in many instances is serving as a 
training ground for private industry. 

Mr. Lestnskt. So I understand. 

Mr. StrzermMan. We have lost some good talent in the agency, in 
our agency and other agencies in Federal service, and this is a difficult 
problem. People want to better themselves. We train them and re- 
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train them, and we put time and effort in it, and then off they go. It 
is good for them, of course. 

Mr. Lestnsxki. At that point, it is costing the Federal Government 
considerable money to train these people / 

Mr. Exactly. 

Mr. Lestnsx1. And the Government is not deriving the benefits 
that it should from these employees. 

Have you any suggestions as to any action which might be taken, 
not by this subcommittee but by the full committee / 

Mr. Sirgerman. We have some recommendations at the end, if I 
may present them then, Mr. Chairman. 

Mr. Lestnsx1. Very well. 

Mr. We continue by indicating that: 

Training programs will be initiated well in advance of conversion to qualified 


present employees for special skills needed for ADP, and for other VA positions 
where their skills can be utilized. 


The next item: 


The need for reassignment actions will be anticipated in sufficient time to 
take full advantage of opportunities for outplacement of employees. 


And this is a key: 


Individual employees who will be adversely affected will be notified at least 90 
days prior to the effective date of the proposed action. 

Let me amplify that, if I may. According to the Civil Service Com- 
mission regulations, if I am an employee and I am to be affected ad- 
versely by a reduction in force, I must be given 30 days’ notice. It is 
rather shortsighted, in my opinion, when you have a long-range propo- 
sition like automatic data processing. So we let them know at least 
3 months before if not longer. Then we have time to do something 
with him, and he has time to do something with his life. That is a 
very important thing. 

Mr. Lestnsxt. I think that is very important. I have come across 
the opposite recently in certain agencies who adhere to the law, but I 
do not think that is quite sufficient. 

Mr. Sirperman. Well, this is OK as far as the law is concerned. 
Weare following the law. 

Mr. Lestnsxi. Thirty days? 

Mr. StrpermAn. Yes; but we are going further than the law. 

Mr. Lestnsxt. I appreciate that, and I think this matter of giving 
adequate notice is something that ought to be taken up, perhaps by 
the full committee. 

Mr. StrperMan. Thank you, sir. 

In the last item on these personnel policies, we say: “We will all 
determine jointly the areas and stations in which employment will be 
frozen, in order to provide maximum transfer and placement oppor- 
tunities within the VA for qualified surplus employees. Managers 
of affected stations shall be notified of the applicable employment 
freeze at least 3 months and preferably 6 months prior to the effective 
date of conversion at each station.” 

Without reading this any further, let. me tell you what this means 
exactly. If you freeze employment in the Detroit area, for example, 
we have hospitals and regional offices. We say to the hospital, “Now, 
we are going to have 45 people from Detroit regional office affected 
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adversely sometime this year as a result of conversion to ADP. These 
are the types of employees, these are the types of occupations. Freeze 
your employment. Work out arrangements, Mr. Manager of the hos- 
pital and Mr. Manager of the regional office, so that: wherever pos- 
sible, we can do something with our people who may be hurt, for the 
regional office to move them over to the hospital.” We are freezing 
employment around the country at least 3 and 6 months ahead of 
conversion. 

Mr. Lestnsxt. I am interrupting you, and lam sorry. I probably 
should not. 

Suppose that either by appropriation or direction of Congress you 
have to cut down your force. Of course, I realize that your general 
policy is for such reduction to be made by attrition. But suppose your 
funds were cut automatically. How would you be able in 6 months 
to achieve the cut ? 

Mr. SitperMan. Governmentwide turnover is roughly 22 percent a 
year; 1.8 percent a month. 

Mr. Lestnsk1. Therefore, due to turnover, you are able to reduce 
your force? 

Mr. SttperMan. That is one way. 

Mr. Lesrnski. Suppose your funds were cut further than that. 

Mr. Strperman. Then you have a problem. 

Mr. Lestnsk1. How would you approach it 4 

Mr. Siteerman. If our funds are cut, of course, we do not have too 
much time to plan. We have just finished up with the Appropria- 
tions Committee for fiscal year 1961. We would probably have some 
indication maybe 2 or 3 months ahead of time. 

Mr. Lesinsk1. You have sufficient time, then ? 

Mr. Sitperman. We have some time. But if your money is cut 
and you have only 1 month to do it, of course, you have a problem. 

Mr. Lestnski. Suppose that did occur. You have only 1 month 
and would like to do it in 6 months. How would you do it then? 

Mr. SitperMAN. If we only had 1 month to do it ¢ 

Mr. Lestnsx1. Yes. 

Mr. StrperMAn. There are about seven different techniques I would 
use, if I had 1 month to do it. And I’m not too certain any would 
work in so short a time. 

We immediately would contact all the agencies around the country ; 
there would be outplacement. We would also start working with the 
U.S. Employment Service. We would work with the Civil Service 
Commission. We would work with business organizations, with Fed- 
eral personnel people, with the schools, universities, other agencies, 
and so forth. 

For example, we know that the Housing and Home Finance Agency 
and FHA have a need for certain types of talent that we have, and 
if our budget was cut in that area we would start working out with 
them, dates to siphon off some of our talent. We would also know 
that there are always vacancies in any large agency. We have 170,- 
000 jobs in the Veterans’ Administration. Not all of these jobs are 
occupied at all times; some are tight categories. We would offer 
jobs to people in different parts of the country and pay their trans- 
portation and pay the cost of transfer. 

These are some of the techniques. 
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Mr. Lestnsxr. The reason I am asking this question is because in 
industry they do not always do it, although the testimony has been 
here that in industry they do it and the Government does not. But 
I think the Government has gone further than industry has in this 
field. 

Mr. SirperMan. I am going to have to tip my hand, Mr. Chairman, 
if I may. I was going to end this discussion on the very flowery 
note that we have been very lucky, and that we have not had any re- 
duction in force as yet as a result of automatic data processing. 

Mr. Lestnsxt. I appreciate that statement. But what I was driv- 
ing at is, if this 1-month time came up, that would really catch you 
short handed. 

Mr. SinserMan. Surely. We would have no time to plan. 

Mr. Lestnsk1. It could cause you to be short handed in a certain 
field, and you would have to reduce your operation then. 

Mr, SirperMan. That is right. 

If I may draw an analogy. I understand that some time back 
they were closing mills in the New England area, and they were just 
giving them 2 weeks’ or 30 days’ notice. It was tough for those 
people to find jobs. But if you plan ahead and have sufficient time 
in which to work out some arrangements, you can minimize the im- 
pact of any dislocation. 

At the same time as we informed top management of the personnel 
policies of the Administrator, we also informed every employee in 
the Veterans’ Administration—all 170,000 of them—about what this 
meant to them. I would like to read some excerpts, if I may. It is 
a letter from our Administrator, Sumner Whittier, dated over a year 
ago, to allemployees. It says: 

DrAR FELLOW EMPLOYEES: For some time we have been studying the ways and 
means of using the new electronic business machines in the Veterans’ Adiminis- 
tration. As we approached the actual rate of installation of our first large 
system, I want to tell you in some detail about what we plan to do and how this 
will affect your job future. Whenever operational changes are scheduled, you 
naturally are concerned about how those changes will affect you, particularly 
your present and future employment in the VA. All the work we have done 
during the past several years indicates that relatively few of the approximately 
170,000 employees now on the rolls will be surplused to the future needs of 
the VA. 


Roughly 1,200 people will be affected by this. 


But the future welfare of any employees that might be affected is receiving 
our active attention many months before any work changes occur. I cannot 
give you an absolute assurance that everyone will be able to continue in his 
present position at his current station. 

I know this is not possible. Some job shifting will be necessary. Some 
employment adjustments will also be necessary as changes in operations occur 
at different times at various groups of stations. 

Here is how we plan to make the employment adjustments. 

And what we did in essence is, gave each of our employees the high- 
lights of what we told top management. I will not bore you with 
reading it. They were all kept posted initially at the same time that 
our department heads were informed; every employee was informed. 

Mr. Lesinsxi. If I may digress for just a minute, I know of one 
industry in our area where they put in an automatic welding ma- 
chine to weld frames for cars, and instead of notifying their em- 
ployees, or instead of trying to place them in other jobs—quite a few 
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hundred were affected—they were all laid off completely and sud- 
denly. Then, as it happened, they used the wrong welding rod, under 
which the frame would not hold up, and they had to call the em- 
ployees back. 

This is the opposite of what you are trying todo. You are trying 
to notify them in advance, tell them, “Look, such-and-such is going 
to happen, and we shall try to transfer you to some other job; we will 
try to help you along.” 

Mr. SrtgerMan. How many employees were affected in that in- 
stance ? 

Mr. Lestnsxt. I do not recall the number. There were quite a few. 
I would not want to venture a specific number. I know quite a few 
hundred were affected, though. 

Mr. Suzerman. In the area of planning, you recall I indicated we 
try to keep on top of the figures. How many people, where they are, 
by month. These are some worksheets which I brought along. I 
will not bore you by reading them, except to indicate that we know in 
the next 1 to 2 years, by station, by area, by job, by grade, the types 
of employees that will be affected adversely and the types of jobs that 
will be affected. 

This indicates the kind of action that is necessary. 

Mr. Lesrnskr. You do not anticipate any increased number of em- 
ployees in the VA, do you? But you anticipate a larger volume of 
work by the VA, due to the use of this equipment ? 

Mr. Sirzerman. Automatic data processing—and I have the experts 
here in back of me—will save people. It also saves money. But, 
just as one man’s viewpoint, more important, it makes for a better 
operation. 

For example, you have an error-free operation. Errors cost an 
awful lot of money. They cost money, in that people write and then 
you have to write back, for example. This takes time. But there 
will be a payoff. There has to bea payoff. We will have less people, 
surely. We estimate that when fully installed we will use at least 
1,200 fewer people in our operations as a result of ADP. 

Mr. Lestnsxk1i. I happen to be close to bookkeeping myself, and know 
that that penny or two that might be wrong in an account might take 
you many days to find. 

Mr. SinperMAn. We have 614 million policyholders of insurance, for 
example. There are roughly 4 million accounts at Philadelphia. 
Imagine what that means if that becomes an error-free operation. 
That is a big bookkeeping operation, as you say, Mr. Chairman. 

Mr. Lesrnsxt. I appreciate that. 

The Veterans’ Administration is one of the largest insurance opera- 
tions in the country, is it not? 

Mr. SinpermMan. The third largest. We have about $48 billion of 
insurance. We are the third largest ordinary life insurance company 
in the world. 

Mr. Lestnsxr. Could you comment on how the VA ADP technique 
compares with that of private insurance firms? 

Mr. Strzperman. We would be delighted to. 

John, do you want to comment on it? 

Mr. Provan. With respect to the operation we are going into, in- 
surance, we have the most comprehensive use of the computers and 
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related equipment. We have included practically all our operations 
in the automatic data processing system. We have listed them in 
the prepared statement. 

Most insurance companies have taken pieces of it, whereas in the 
Veterans’ Administration we are taking practically all of our basic 
operations and putting them into a computer. 

Mr. Lestnsk1. How are you able to pay for this equipment ? 

Mr. Provan. In the VA insurance operation, the operating costs 
are a from appropriated funds rather than out of the insurance 
fund. 

Mr. Lestnskt. Do you rent or purchase the equipment ? 

Mr. Provan. We are renting the equipment. 

Mr. Lesinskt. Do you anticipate purchasing it ¢ 

Mr. Provan. Not this equipment. We feel that in the next few 
years we will probably be going to a different type of equipment. At 
that time, the question will be raised again. 

Mr. Lestnsx1. In other words, you are renting it on a temporary 
basis because the equipment is being improved; therefore, you do not 
saddle yourself with the type of equipment used today, because it will 
be improved in the future? 

Mr. Provan. That is right, sir; especially at the time we made this 
decision and at the present time. We would not want to commit 
ourselves to one type of equipment and buy it. 

I know the question will be raised again, and at that time the fac- 
tors in the decision will be considerably changed. As of now we 
could not say whether we would prefer to buy it next time. 

Mr. Lestnskr. That is typical, I think, of a lot of the agencies. 
Some, of course, have purchased outright, but many of them have 
leased them. 

One of the problems in connection with the ADP operations that 
has come to my attention pertains to excessive printouts. Could one 
of you comment on this phase of the ADP operation of the VA? 

Mr. Provan. In the Veterans’ Administration insurance operation, 
we have at the present time a printout of the transactions in each day’s 
cycle. That is, daily we go through all the policies, and for those 
affected a transaction is printed out. This is the primary printout 
that we have in the process. 

The way we use this transaction is to provide a historical record 
for any account. We have some special equipment up there which 
can very wrap extract the past transactions over a period for any 
policy. This is specially designed equipment. 

Mr. LesInskI. hastens of keeping a lot of detailed records on hand, 
do you transpose the data on to film so that you need a lesser amount 
of floor space for your past records ? 

Mr. Provan. We are using the hard-copy transaction printout to- 
gether with photoprocessing equipment to extract transactions on 
any account when the requirement comes up. 

Mr. Lestnski. As a bank does it? 

Mr. Provan. No. The banks have gone into microfilming. 

Mr. Lestnskt. That is what I have reference to. 

Mr. Provan. But this is a duplicating process which extracts from 
hard copy, of historical transactions, those perticular ones for trans- 
action affecting any policy that is required to answer inquiries. So 
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our photographic process is not a microfilming process; it is an extrac- 
tion of a transaction from the hard-copy printout. 

Mr. Lestnskt. But you keep the so-called hard copy ? 

Mr. Provan. As of now, we have the hard copy; yes. 

Mr. Lestnsxt. Thank you, sir. 

I would like to reiterate that in the case of one Government in- 
stallation, the increase in reports for 1-year operation of this equip- 
ment was considerable. It was tremendous. Perhaps it can be best 
visualized when it is pointed out that in this one installation alone, 
the increase in paper cost indicated that the additional printed ma- 
terial, if put in a stack, would be twice the height of the Washington 
Monument. In other words, with all this equipment, they just kept 
on grinding out the stuff and kept piling it up, and had no space to 
store it. 

Caution should be exercised so that mountains of unnecessary papers 
are not created. 

Mr. Provan. Actually, our total amount of what is termed “hard 
copy” under this process will be considerably less, even using the 
present method of printing out the transactions. We have reduced 
considerably the paper production from the manual process. 

Mr. Lestnsxki. There is a problem of storage of these records, and 
so forth. That alone is quite a cost. If we can save in that respect, 
this is quite an advantage. 

Mr. Provan. We havea program in theagency. In 
fact, we have reduced our records holding from about 2 million cubic 
feet down to 1 million cubic feet. We have disposed of them either 
by destruction or by sending them to the Federal Records Center. In 
the insurance operations we see no increase in the storage require- 
ments for hard copy at Philadelphia at all. We believe we can move 
our records, and in effect have much less hard-copy records in Phila- 
delphia than we have ever had before. 

Mr. Lestnski. I appreciate that. 

Is there anything further you want to add, Mr. Silberman ? 

Mr. Strzerman. If you have no further questions, Mr. Chairman. 

Mr. Lestnsk1. No, sir. 

Mr. StnperMan. Very well; we will go back to the personnel aspects 
of data processing. 

Another item that we mentioned in our Magna Carta was in the 
area of communications. We did not stop with merely telling our 
people about our policies. That was the first facet. What we are 
doing constantly is releasing guidelines and information to them about 
current developments and future plans. 

I brought some examples along at each level. At the Administra- 
tor’s level this is now in publications and, if you would like, we would 
be glad to send you a copy when it is off. This is a little brochure on 
automatic data processing and it is called “A Chat With the Admin- 
istrator.” I suspect it will be ready in 2 or 3 weeks. This will go 
to each of the employees, and it tells them exactly how we stand as 
of March 1960. 

Mr. Lestnsxt. That will be placed in the file. 

Mr. Strserman. At the field level, this is a personal newsletter that 
one of our district offices just sent out. I thought maybe you would 
be interested in some of the highlights of this. I am not going to 
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read the entire thing. But the manager sends this to all of his em- 
ployees. He has about 3,000 employees at his office. 

From the moment of decision to install this ADP equipment at the station, 
management officials have kept two prime objectives uppermost in mind: One, 
to accomplish the conversion to the ADP system with the least possible disruption 
of our existing work force— 

Three thousand people constitute a pretty large administrative prob- 
lem— 


and secondly, to keep our employees fully informed of every step of the way. A 
little over 6 months ago, in a meeting with representatives of employee groups— 


and that includes all the employees in the employee organizations— 


the manager at the station outlined five specific measures that the station pro- 
posed to follow to minimize the effect of ADP. For example: (1) The use of over- 
time to meet our workload during conversion, rather than increasing the regular 
work force. 

When you convert from the manual or mechanized way to ADP, 
you run two parallel operations, and your workload just jumps. 
Instead of hiring additional people who would have to be chopped 
off and thus affect the hard core of employees, they use authorized 
overtime. 


(2) We hire temporary help— 


that is, if you recall, Mr. Chairman, an item we mentioned at the 
beginning, that we gave all the stations authority to hire temporary 
employees, and the Civil Service Commission was very helpful in 
working out the arrangements with us. 

We hire temporary help to meet critical personnel needs. 

(3) We are training present employees to operate new equipment wherever 
possible, rather than recruiting outside sources. Then, we are utilizing the 
technical skills of our trained and experienced people in the new jobs to be 
created under ADP. 

To give you some example of some of the training activities—and 
to demonstrate that these are not just words. For example, 2,700 of 
our people at this station, which happens to be Philadelphia, received 
114 hours of exposure, training, on ADP, just the general application. 
All of our veteran’s benefits employees, approximately 17,500 nation- 
wide, received automatic data-processing orientation for from 3 hours 
to a week, depending upon how deeply they would be enmeshed in the 
activities. 

We are training programers in all departments. These programers 
are people they have selected from within. They are people who will 
move to a better job. This is a higher level skill, and you may be 
interested in a word as to how they selected these people. 

We gave all of our employees in the agency at a certain level aptitude 
tests, on a nationwide basis, and as a result of their score in those 
tests we selected roughly 100 people who will receive this training. 

We have trained over 500 people on clerical procedures for ADP. 
Over 400 employees and supervisors have been receiving specialized 
training on input and output documents, which is a specific facet of 
the processing. We developed training agreements with the Civil 
Service Commission for filling all key jobs in a specific organizational 
unit. We have even negotiated with the Commission, who again have 
been very helpful to get an appropriate test battery set up for a specific 
job, to staff certain types of occupations. 
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I will go on to some of the other activities. 

I brought along another illustration of how our departments have 
been working hand in hand so that the dislocation effects of ADP 
will be minimized. This is something that was released from our 
Department of Medicine and Surgery. I will read you some high- 
lights, if I may. 

The changeover from mechanized procedures and manual procedure to ADP 
may result in a loss of a number of employees at some of our stations. The 
managers at these stations are being asked to exert every effort to retain the 
affected surplus employees in suitable positions in continuing operations at their 
stations. However, it may not be possible for a station to absorb all of its 
surplus employees. Therefore, in line with the policy established by the Ad- 
ministrator, the three departments have agreed to expand placement possibilities 
within the VA. 

To bring it down to focus more shaply, we tell each of our hospitals 
to offer transfers to any of our people in the regional offices who 
would be affected, if they have any need for them, and that these 
transfers under this policy, this 6-month policy, will be made at 
Government expense. That is another illustration. 

That about hits the highlights of what we have done, except to tell 
you that we have been lucky to date. As I indicated before, we have 
not had any r.i.f. We will have some problems, of that we are certain. 

For example, what do you do when you offer the opportunity to 
transfer from one station to another station for 25 people, and they 
do not want to move? In other words, we work out Job locations and 
job situations so that our people would have the same status, same 
salary, same grade level, in a different type of occupation that you can 
train them to, but they refuse to leave the location. This is difficult. 

Mr. Lestnsxt. I can appreciate that. If you have children in a 
specific school, and if you bought a home, bought new furniture, it is 
difficult to make a move. 

Mr. StnBerMan. Yes, it is. 

To date, we have not had this problem but we will. When you 
have, as I say, over a thousand people who are going to be affected, 
someone will not want to move. 

Other than that, we will live with ADP, we will constantly check 
our employee attitudes, we will work with our departments, check with 
our managers, and keep on top of the situation. 

The sort of thing your committee is doing is helpful. It shows the 
agencies that you are looking for something and shows the employees 
that someone up above is interested in their welfare. 

Mr. Lesrnsx1. I appreciate that statement very much, Mr. Silber- 
man, because that is exactly what we are interested in. 

I would like to state further that if it is all right with you, and if 
there is no objection to it, the staff will review your examples and 
insert the material in the record following your remarks today, either 
as excerpts or as full copies of the examples you have. 

Mr. Superman. I would be glad to have that done, Mr. Chairman. 
These were work drafts. I would like to put them in good order and 
send them over to you Monday. Would that be all right? 

Mr. Lestnsxr. Yes, indeed. 

Mr. SirperMan. They will be in better order then. 

(The material referred to follows :) 
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VA PROGRAM FOR MINIMIZING PERSONNEL IMPACT OF ADP FORMALIZED POLICIES 


Office Memorandum, U.S. Government. 
Fesruary 19, 1959. 
To: Departments and Staff Offices Heads. 
From: The Administrator. 
Subject: Personnel Policies for Conversion to EDP. 


1. I consider it essential that special attention be given to the human factors 
that will be involved in the conversion to electronic data-processing equipment. 

2. In the interest of an effective agency approach to the job changes and em- 
ployment adjustments that may be necessary, the following minimum policy 
requirements are effective immediately : 

(a) All management levels will provide active leadership in effecting EDP 
conversion with maximum consideration for and use of all VA employees. 

(b) Department heads will advise managers concerning the occupational cate- 
gories and approximate number of employees that will be directly affected at 
each station by the conversion to EDP. Such information shall be furnished 
as soon as possible, but not later than 6 months prior to the conversion date for 
the particular station. 

(c) Employees will be kept informed at periodic intervals about EDP progress 
as it relates to operations at their stations. 

(d) Wherever possible better job opportunities resulting from automation 
will be made available to present VA personnel, based on qualification and merit. 

(e) Training programs will be initiated well in advance of conversion to 
qualify present employees for special skills needed for EDP, and for other VA 
positions where their skills can be utilized. 

(f) The need for reassignment actions will be anticipated in sufficient time 
to take full advantage of opportunities for outplacement of employees. 

(g) Individual employees who will be adversely affected will be notified at 
least 90 days prior to the effective date of the proposed action. 

(h) Department heads will determine jointly the areas and stations in which 
employment will be frozen in order to provide maximum transfer and placement 
possibilities within the VA for qualified surplus employees. Managers of affected 
stations shall be notified of the applicable employment freeze(s) at least 3 
months, and preferably 6 months, prior to the effective date of conversion at each 
station. Managers of the stations in the area(s) specified by the department 
head(s) will determine, by mutual agreement, the categories of positions which 
will be reserved (frozen) for the placement of surplus employees; the duration 
of employment freezes beyond the minimum 38-month period; and the extent 
of need for the use of temporary hiring authority pending the prospective release 
of surplus employees for specific vacancies. 

8. These policy requirements are designed to provide management flexibility 
for department heads during the changeover period for conversion. I am 
optimistic about our collective ability to accomplish an orderly transition to 
electronic data-processing operations. But I urge vigorous, not just token, action 
to publicize our policies, and to make our policies work effectively to meet the 
total needs of VA and our employees. 

SumNER G. WHITTIER. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., February 10, 1959. 

Dear FELLOW EMPLOYEES: For some time we have been studying the ways and 
means of using the new electronic business machines in the VA. As we approach 
the actual date of installation of our first large electronic business machine 
system, I want to tell you in some detail about what we plan to do and how this 
will affect your job future. 

I consider it essential to use all available modern business methods to improve 
service to veterans, to obtain greater accuracy of records, to speed the flow 
of information needed for top management purposes, and to reduce operating 
costs. All these things, and many more, are possible through the use of elec- 
tronics. These, like other business machines, are becoming commonplace in 
business organizations with large volumes of paperwork and recordkeeping. 

Whenever operetional changes are scheduled you naturally are concerned 
about how those changes will affect you—particularly your present and future 
employmnt in the VA. All the work we have done during the past several years 
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indicates that relatively few of the approximately 150,000 full-time employees 
now on the rolls will be surplus to the future needs of the VA. But the future 
welfare of any employee that might be affected is receiving our active attention 
many months before any work changes occur. 

Our first major electronics business machine system is scheduled for instal- 
lation at the Philadelphia district office in July 1959. A second major system 
is planned for installation in the Chicago area beginning in January 1960. In 
both instances, practically all employees will be needed at their present stations 
for a considerable time during the extended conversion period. 

I cannot give you an absolute assurance that everyone will be able to continue 
in his present position at his current station. I know this is not possible. Some 
job shifting will be necessary. Some employment adjustments will also be 
necessary as changes in operations occur at different times at various groups 
of stations. Here is how we plan to make the employment adjustments. 

I have requested all VA officials to plan for conversion with maximum consid- 
eration for the welfare of all VA employees. To insure this the following policies 
will be observed : 

(a) You will be kept informed periodically about plans for the use of elec- 
tronic business machines as it relates to any future change in operations at 
your station. Your station manager will be informed at least 6 months prior 
to the conversion date of the specific positions and approximate number of 
employees that will be affected. 

(b) Wherever possible you will be given consideration, based on qualifications 
and merit, for better jobs resulting from automation. 

(c) Training programs will be initiated well in advance—already done in 
certain locations—to qualify you for the special skills needed for new operations 
and for other VA positions in which your skills and abilities can be used. 

(d) The need for reassignment actions will be determined well in advance 
in order to take full advantage of opportunities for placing you in another job 
at your current station, or another station in your general area. 

(e) Employment in other VA installations in the area of your station will be 
frozen in all related job categories at least 90 days prior to the time your 
position may become surplus, in order to provide maximum opportunity for your 
transfer or reassignment. 

(f) If your position becomes surplus to your station’s needs and a reassign- 
ment cannot be arranged, you will be notified of this fact at least 90 days prior 
to the prospective cutoff date. 

As you can see, people, as well as better business machines, are a most im- 
portant part of the plans that we are making for the future. The successful 
conversion to our new equipment will depend on you, the employees who will be 
needed to support the operation of that equipment. I sincerely hope that I will 
have your confidence and support during the adjustment period. These are 
essential to our common purposes of providing continued effective service to our 
veterans and their dependents, and improving the quality of that service in 
the future. 
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Sincerely, 
SuMNER G. WHITTIER, Administrator. 
ESTIMATED SURPLUS POSLZICNS AS RESULT OF ADP 

TOTAL AGENCY 

FY 1940 FY 1941 FY 1962 LOTALS 
DEPT, OF VETERANS BENEFITS 16 
DEPT. OF INSURANCE —FIELD 0 166 410 
DEPT. OF INSURANCE——CENTRAL OFFICH 79 29 


TCTALS 45 591 323 1259 


& 
BY_FY MONTH 
JULY AUC. SEPT. OCT. NOV. DEC. JAN. FEB. MAR. APR. MAY JUNE 
FY 1950 - - - - - 104 87 
FY 1961 61 22 68 59-209 ls 20 20 
FY 1962 - - 81 - 89 - - 103 - 39 
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ry 1960 FY 1961 TOTALS 
YIRANCE 178 253 431 
ADJUDICATION 9% 69 163 
ADMINISTRATIVE 10 
TOT. 
JULY «AUG. «SEPT. «OCT. «MOV. «DEC. «JAM. «FEB, «MARCH APR, MAY 
ry 196) 72 6s a3 18 e 
ON v Ow 
POSITION LOSS ------ NOME 1 THRU 5-9 10-19 20-29 30-39 40 AND OVER TOTAL STATLONS 
MOMBER OF STATIONS -- 12 “ 12 17 3 5 6? 
$s WITH OVER 20 S$ TIONS 
20-29 SURPLUS POSETIONS 20-39 SURPLUS POSITIONS OVER 40 SURPLUS POSITIONS 
DETROLT RO 2% NEWARK » CHICAGO 41 
CLEVELAND RO 20 BOSTON RO “ LOS ANCELES oy 
SAN FRANCISCO 25 ST, PAUL RO ah NEW YORK RO 42 
DALLAS TOTAL DENVER RO 42 
TOTAL WASHINGTON, DC (VBO) 5) 
TOTAL 
OTE: AT_12 STATIONS AM 
46% AT $5 STATIONS 
TE: T IN INSURANCE 
TLON 
— 1962 of rosiTions 
DENVER 67 « 
ST. PAUL - 62 - 41 
CENTRAL OFFICE (ACTUARIAL) * 
BY GRADE 
PHILADELPHIA o 0 2 1 2 276 333 
ST. PAUL 1 1 3 2 28 6 9 41 
CO (ACTUARIAL) 1 iy 1 1 5 1 3 i 54 0 


BY _FY DATES AND LOCATI 


SEPT DEC, 1960 MAR,1961 JUNE 1961 SEPT,1961 DEC, 1961 TOTALS 
©O (ACTUARIAL) 0 


PHILADELPHIA -3l - 4? - 20 - 20 - 20 - 20 - 3s - 2 - 333 
ST. PAUL - 2 - 2 - 
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EXAMPLES OF COMMUNICATIONS—KEEPING EMPLOYEES INFORMED. 


A CHAT WITH THE ADMINISTRATOR 


ABOUT 


A UTOMaric 
Diata 


rocessing 


WZ 


S and YOU 


VETERANS ADMINISTRATION 
FEBRUARY 


To My Associates in VA: 


The Veterans’ Administration is now engaged in a great and promising in- 
novation—the installation of automatic data processing (ADP) systems. Those 
of you in the departments most directly concerned at this time, insurance and 
veterans benefits, have already completed—or will complete in the next few 
weeks—at least their basic orientation in ADP. Many of you, of course, have 
gone far beyond this. In your basic orientation or your more advanced training 
you will have learned what ADP is, how it operates, and what its initial “appli- 
eations” are going to be in your department. But you must certainly have 
another set of questions, too—questions centering around the theme: “What is 
this going to mean to us as VA employees?” If it were at all possible, I would 
like to talk these matters over with each one of you personally, but that, of 
course, just can’t be done. Let’s do the next best thing: let’s chat together 
through the medium of this little brochure, which is based upon the questions 
you yourselves have most frequently been asking about ADP and You. 

SUMNER G. WHITTIER, 
Administrator of Veterans Affairs. 


Mr. Administrator, how is ADP coming along? 

It’s a big job, but we’re moving right ahead. 

The picture as to the basic equipment—the giant computers—is good. Our 
first large-scale computer was unveiled in the Philadelphia district office in 
November. Our VA Data Processing Center (located in Hines, Ill.) is prac- 
tically completed and its computer is already in operation. 

In the Department of Insurance the work of changing over the insurance 
records from punched cards to magnetic tape began in August 1959 and should 
be completed around the end of 1961, give or take a few months. 

In the Department of Veterans Benefits the first regional office to shift some 
of its work over to ADP will be the Chicago regional office, around February of 
1960. Each month thereafter an additional group of regional offices will switch. 
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over to ADP. The compensation and pension conversion will be completed some- 
where around the end of 1960. 

In the Department of Medicine and Surgery the development and design of 
an integrated data processing system on an agencywide basis has begun in the 
areas of supply management; fiscal management; payroll and related personnel 
and fiscal operations; and medical administrative operations and related sta- 
tistics. For the past few years, Department of Medicine and Surgery has also 
been engaged in the study and use of electronics in their medical research and 
medical activities. The continued expansion of ADP applications to these 
medical research problems may well bring about improvements in diagnosis and 
treatment that will be of benefit to all mankind. 


What have been the effects of ADP so far on VA employees? 


For many VA employees ADP has brought new and better jobs. The computers 
require people to serve as programers, console operators, and operators of such 
equipment as tape units and high speed printers, to mention just a few of the 
positions the computers themselves create. Also some of the clerical positions 
indirectly involved (for example, in preparing data to be fed to the computer) 
will become more important and more interesting. This is because much of the 
repetitive routine work will be cut out, while the “unusual cases” will remain. 
In some instances, these clerical positions may even change sufficiently to justify 
a higher grade. 


What about the other side of the picture? Won’t ADP also eliminate positions? 

Yes, some positions will be eliminated, but we expect that in the majority of 
stations we will be able to offer continued employment to most of the people in 
these positions. 

In DVB, where there are now about 17,800 jobs, only some 850—a little over 
4 percent—will be cut back, and those jobs will be surplused gradually over a 
period of 14 months, beginning in February 1960. In DI, where there will be 
a total of about 600 positions affected, the cutback will be spread over a period 
of approximately 34 months, beginning in September 1960. In Department of 
Medicine and Surgery it is still much too early to determine the number of posi- 
tions, if any, that may be affected. So far as we can now see, then, only 1 
percent of all VA positions will be affected in the next 2 to 3 years. 


What is the VA going to do about the people whose jobs become surplus? 


Firstly, we’re going to do all that we can to find those people other jobs at their 
present stations. 

As I was just mentioning, the changeover to ADP takes place over a long 
period of time. During that time normal turnover due to resignations, transfers 
and the like will make available at each station many positions not affected by 
ADP. As operations permit, when those positions become ‘available the field 
station manager concerned will transfer to them; people whose jobs have been 
eliminated or are expected to be eliminated by ADP. If these people need train- 
ing to refresh their skills for their new assignments, that will be provided at 
the proper time. 

Secondly, if we can’t place these people in their present stations we will try to 
place them in suitable vacancies in nearby VA stations. Where it is appropriate, 
employment in those nearby stations will be “frozen” so that our surplus em- 
ployees will have maximum opportunity for placement. ( There too, where train- 
ing can properly be given in advance to fit people better for their new jobs, that 
will be done.) I have asked our Office of Personnel to make sure that this task 
of placing people is treated not just as a station problem, or as an internal 
problem of the departments concerned, but as a VA-wide matter. 


After all this won’t there still be left some people to whom the VA will not be 
able to offer continued employment? 

We are going to try to place every one of our people that we possibly can. 
Still, even with the utmost effort on the part of the VA we cannot reasonably 
expect to find room for all those whose positions are affected. It’s not possible 
to predict exactly how many of those people will not be offered other assign- 
ments by the VA, because this depends on the general employment market and 
on several other factors not in our control. It will be kept down to a low, low 
number. Where people cannot be placed in the VA, we will make an intensive 
effort to locate jobs for them in other government agencies and in private busi- 
ness. Organizations such as the U.S. Civil Service Commission and the U.S. 
Employment Service will help us in this task. 
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One helpful factor in finding jobs for those who cannot be placed within the 
VA is that most of our losses will occur in large, metropolitan areas where oppor- 
tunities for employment are usually pretty good. For example, out of our total 
of 850 surplus positions projected in DVB, about 500—well over half—are con- 
centrated in 12 large cities, leaving the other 55 DVB stations with a potential 
loss averaging about 6 positions a station. 


Will we be getting more information about ADP as time goes on? 

You certainly will. Installing ADP in the VA is a huge, complicated under- 
taking. Some unforeseeable situations are bound to arise. Usually when this 
happens our expectations and our actions also have to be altered in some way 
or the other. The plans and figures I have been mentioning are based on our 
best knowledge and analyses as of this date. We want all our people to be kept 
informed about personnel and other developments in our installation of ADP. 
So, depending on the nature of the information, you will be hearing further 
about ADP from your manager, your department head, or me. 


Anything else, Mr. Administrator? 


Just this. I know from heart-warming personal experience the sincere dedica- 
tion of VA people to their mission of constantly improving the service VA gives 
to veterans and their dependents. I am certain, therefore, that I can count with 
assurance on your continued confidence and support in this changeover to ADP. 


[From the VA Personnel Newsletter, Philadelphia, January 1960, No. 1] 
Srx Montus WitH EDP 


From the moment of decision to install the IBM 705 in Philadelphia, the 
Department of Insurance and management officials in the district office have 
kept two prime objectives uppermost in mind, (1) to accomplish the conver- 
sion to an EDP system with the least possible disruption of our existing work 
force and (2) to keep our employees fully informed every step of the way. 

A little over 6 months ago in a meeting with representatives of employee 
groups, the manager outlined five specific measures that we proposed to follow 
to minimize the effect of EDP on our work force. For the benefit of all em- 
ployees we are taking stock of what we have accomplished in terms of these 
five stated aims: 

(1) “Use of overtime to meet our workload during conversion rather than 
increase the regular work force.” 

It is common knowledge that we have more employees working overtime 
on EDP-related projects than ever before in district office experience. 

(2) “Hiring temporary help to meet critical personnel needs.” 

For many months we have been filling critical vacancies by temporary recruit- 
ment. These temporary employees will, of course, be displaced before any of 
our regular employees. 

(3) “Training present employees to operate new equipment wherever possible 
rather than recruiting from outside sources.” 

Through the use of special training agreements with the Civil Service Com- 
mission, we have filled all key positions in the new computer section from 
within the organization—frequently on a promotion basis under the district 
office merit promotion program. 

(4) “Utilizing the technical skills of our trained and experienced people in 
the new jobs to be created under EDP.” 

We foresee no change from the pattern we have established in the staffing of 
additional EDP jobs by utilizing the experience and knowledge of our present 
work force. 

(5) “Requesting additional funds in our budget for special projects.” 

A new schedule for the completion of the conversion, pushing the target date 
back to October 1, 1960, allows us a longer period of transition during which 
normal employee turnover can be expected to bring about an orderly reduction 
in our work force. 

We believe the record shows that we have, in every case, moved to accomplish 
the goals publicly set forth last June. 

In addition, we have established new goals and new targets as part of our 
orderly, systematic plan to activate the new organization. 
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Several months ago we conducted a detailed job analysis of the new adjustment 
clerk position, which we recognize as one of the key clerical positions under 
EDP. The results of our study were sent to the test development section of the 
Civil Service Commission for determination of an appropriate test battery which 
we plan to use as an obective screening device in establishing registers to staff 
these positions. Again, our plans call for filling adjustment clerk positions 
through internal reassignment and promotion, not recruitment. 

We are already working on descriptions of the new positions which will be 
created by EDP. Once these positions have been established and classification 
determinations made, we will be in a position to compare the personnel require- 
ments of the new organization with our present onduty strength. This will give 
us the information we need to perfect our plans for the complete staffing of the 
new EDP organization. 

We do not have all of the answers yet. The manager intends that these answers, 
as we get them, will be immediately passed on to all employees. 


INSIDE EDP 


Ever since the walls went up around the computer, we had hoped to give all 
employees an opportunity to go through the site, get a look at the equipment, and 
hear a little of the story of the EDP system and how it operates. 

Our plans for guided tours for employees had to be shelved for the time being 
because of engineering difficulties with the automatic temperature controls in 
the site. We have been studying corrective measures to insure proper function- 
ing of these controls. In the meantime, however, escorting groups of people 
through the area could bring about atmospheric changes that would interrupt 
machine runs and might even cause damage to the costly equipment. 

The manager is confident that all employees will appreciate the reasons for 
this delay and will stand by. 


{From EDP “bits,” June 1, 1959, bis” waatee Department of Insurance— 
No. 


“I’m GLap You ASKED THAT—” 


We know many employees in the Department of Insurance have many ques- 
tions about the EDP programs. We could not hope to answer all of these ques- 
tions. However, recently our roving reporter found himself face to face with Mr. 
Robert “EDP” Nelson. Our reporter, being blessed with an agile mind, quickly 
seized this opportunity to put some of those most frequently asked questions to 
to Mr. Nelson. For the benefit of all employees in the Department of Insurance, 
we would like to report to you the results of that interview: 

Question: At what stage of our electronics program are we now? 

Answer: Our program for introduction of EDP has three phases: (1) Deter- 
mination of feasibility and selection of equipment; (2) preparation; and (3) in- 
stallation. We are about 85 percent through the second phase now. 

Question : What is involved in the preparation phase of installing an EDP pro- 
gram? 

Answer: Preparation involves primarily two things: (1) Preparation of the 
site and installing the computer equipment, and (2) preparing the initial pro- 
grams to be performed by the computer. 

Question : When will the preparation phase be completed ? 

Answer: Preparation and testing of the initial programs will be completed by 
the end of June 1959. Also, all of the initial complement of equipment is to be 
installed during June. This equipment will include some 21 machines which will 
be interconnected for ‘fon line” operations, and 9 machines for independent card- 
to-tape, tape-to-card, and printing operations. 

Question: When do you plan to start conversion to computer operations? 

Answer: The conversion of records to magnetic tape is scheduled to start in 
Philadelphia during the month of August 1959. Conversion of records in St. 
Paul and Denver will begin early in 1960. 

Question : In what order will the accounts be converted ? 

Answer: The conversion plan is to begin with the national service life insur- 
ance inservice accounts, e.g., first Air Force allotments; next a small quantity of 
NSLI direct pay accounts: then the balance of the service allotments and all 
deductions from benefits; finally to proceed through the NSLI direct pay jiles 
in terminal digit sequence. 
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Question : When will the conversion be completed? 

Answer: The conversion of all NSLI accounts should be completed in all offices 
during 1960. 

Question: What functions will be performed by the computer? 


Answer: Initially the computer will perform on a daily basis the following 
functions: 


Premium posting Dividend credit and deposit accounting 
Premium billing Dividend payment 

Loan accounting Lapse processing 

Loan interest billing Renewal of term insurance 

Lien accounting Allotment and deduction accounting 
Lien interest billing Miscellaneous file maintenance 


Other functions will be performed on a monthly, semiannual, or annual basis. 
Some of these are: 
Statistical summarizations of record data. 
Reconciliation of the allotment and deduction control file. 
Preparation of an actuarial in-force file. 
Updating of dividend rates in the master file. 


Question: What functions will not be performed by the computer? 

Answer: Underwriting, correspondence work, and disability insurance claims 
will not be included in the computer application. Also, in the accounting area, 
numerous functions have been excluded from the initial scope of our system. For 
example, processing of loan applications, many adjustment actions, and unusual 
posting situations will be mostly clerical. Later our program may be modified 
so that some of these actions may be performed by the computer. This will de- 
pend upon the frequency and importance of the actions, and the availability of 
computer memory for additional instructions. 

Question: What new jobs will be created by the computer operations? 

Answer: New jobs created by the computer operations will center around the 
computer equipment itself. These new jobs will be console operators, peripheral 
equipment operators (peripheral equipment includes tape units, card punch units, 
card readers, and high-speed printers) tape librarians, programers, and a super- 
visory staff to oversee the programing and operation of the equipment. 

Question: How will the computer operations change the present jobs as they 
are now being performed? 

Answer: Most employees will have to become familiar with the documents 
put out by the 705 and the manner in which the information is recorded. Prob- 
ably the biggest change in the work being performed will be in that presently 
being done by the premium review clerk. The premium review clerk will no 
longer need to do routine accounting operations. Instead he must become an 
expert on making adjustments of all types. He will need an extensive back- 
ground and understanding of the VA insurance accounting system and will have 
to learn to deal with the computer in very precise and exacting terms. He will 
be responsible not only for determining the proper action to be taken but also for 
selecting the proper means for accomplishing it. Almost all of his actions will 
require the preparation of punched cards to be introduced into the computer for 
adjustment of the magnetic tape records. 


{From EDP “bits,” May 1, 1958, Department of Insurance— 
0. 


EDP M—CHALLENGE AND OPPORTUNITY 


There is an EDPM in our future—the IBM 705. This large-scale digital com- 
puter, as part of our integrated electronic data processing system, will be used by 
the summer of 1959, to assist us in our effort to give the ultimate in service to 
insureds or their beneficiaries. These machines are no longer a tremendous 
novelty. As applied to our operation with its volume of paperwork and record- 
keeping, we will take advantage of its ability to manipulate data at great speed 
with great accuracy. 

We will put it to work handling some of the massive recordkeeping, calculating, 
and accounting, which is required in servicing our millions of policyholders. 
This conversion to electronics promises to have many significant results, such as, 
material reduction in the number of record and data files and in the amount of 
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file duplication, improved accuracy in our operations, better use of our human 
resources, and better service at lower operating costs. 

It should be realized that our personnel requirements under EDP will de 
crease. However, since the conversion of our operations to EDP will extend 
over a period of many months, we expect the necessary retrenchment to be ac- 
complished through normal attrition. 

Under EDP or any other system people are our most valuable resource. With 
EDPM we will be able to eliminate many dull routine tasks. Employees will be 
released from the drudgery of repetitive operations. This will permit them to 
be reassigned to more interesting positions. Since operation under this system 
will require trained people using skill, judgment, and insurance knowledge and 
experience, this will have a great influence toward the upgrading of positions. 
Also, with the many new positions required to operate the system, additional 
opportunities for advancement will be created. 

We should not lose sight of the fact that a computer after all is only a machine. 
It can never hope to replace human effort and ingenuity. Neither can the com- 
puter become a threat to the use of the human brain. Rather, EDPM will permit 
a lifting of the burden of repetitive data processing from the hands and the 
minds of men. 

We must understand that the machine can only remember what it is told 
to remember and reveal what it is told to reveal. This will require people with 
ability to think with trained imagination, with judgment, and with skill in logical 
methods. The machine is only a tool in the hands of people. 

Thus, EDP is both a challenge and an opportunity. It will permit our 
people to advance to more challenging work and more creative work. It will 
provide for personal progress. In the final analysis our employees will be the 
most important element in getting the most efficient use of the machine (extract 
from Department of Insurance Personnel Bulletin 90-4 “Notes From the Direc 
tor’s Desk”). 


EXAMPLE OF ESTABLISHING EMPLOYMENT FREEZES 


VETERANS’ ADMINISTRATION, 
DEPARTMENT OF MEDICINE AND SURGERY, 
Washington, D.C., November 14, 1959, and January 7, 1960. 
Subject: Placement of regional office employees affected by activation of data 
processing center. 

1. The Veterans’ Administration is activating its new data processing center 
in Chicago to handle the payment accounting and statistical functions of the 
disability and death benefit programs. 

2. This changeover may result in the loss of a number of employees at some 
DVB field stations. The managers at these stations are being asked to exert 
every effort to retain the affected surplus employees in suitable positions in con- 
tinuing operations at their stations. However, it may not be possible for a 
station to absorb all of its surplus employees. Therefore, in line with the policy 
established by the Administrator, the three Departments have agreed to expand 
placement possibilities within the VA by freezing employment to designated 
areas for each station which will have over three employees made surplus by 
conversion to ADP. The specific freeze areas are shown in the enclosure. You 
will note that your station is in one of these freeze areas. 

3. As soon as the regional office manager in your freeze area has tentatively 
determined which surplus employees at his station he cannot absorb, in accord- 
ance with instructions from the Chief Benefits Director, he will get together 
with you and the managers of other stations in his freeze area and review with 
you the possible categories of positions at your station for which his employees 
may be qualified. After these categories have been determined, mutual agree- 
ment should be reached to freeze all vacancies in these categories or fill such 
vacancies only on a temporary basis until the surplus regional office employees 
have been placed or earmarked for assignment to specific vacancies. In ac- 
cordance with the Administrator’s policy this freeze must be established at least 
3 months prior to the effective date of conversion at the regional office and 
preferably should be established 6 months before that date. Transfers under 
this policy will be made at Government expense. 

4. I am sure that I can count on you to cooperate fully in the placement of 
the regional office employees whose positions become surplus as a result of 
automation. 


Linus A. Zink, M.D., ACM D—Operations. 
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EXAMPLES OF RELATIONS WITH EMPLOYEE ORGANIZATIONS 


{From the Government Standard, Dee. 12, 1958] 
FROM THE PRESIDENT’S DESK—AGENCY PLANNING FOR AUTOMATION 


Last week’s Government Standard carried a front-page report of the Veter- 
ans’ Administration’s plans to meet the challenge of automation without layeffs 
and with better job opportunities made available to qualified present employees. 

There was nothing startling about the VA’s plans. They have a timetable 
worked out for installation of electronic data processing systems linking their 
insurance operations at Denver, St. Paul, and Philadelphia. 

Knowing what the effects will be on employment when the system goes into 
full operation in 1961—and what the effect will be at various intermediate 
Stages—the VA is planning accordingly. 

There will be a freeze on employment at all VA establishments in the areas 
affected so that surplus employees can be placed in other jobs. 

Well in advance of the actual installation of the data processing system, 
training programs will be started to qualify present employees for more respon- 
sible—and higher paying jobs. 

Most important of all, perhaps, the VA announced its plans well in advance, 
thus alerting employees and their organizations to the changes which will take 
place and giving them an opportunity to share in the preparation for automation. 

Ideally, this pattern of operations should be so commonplace by now that it 
would barely rate an item in our paper. 

Automation, after all, is nothing new. 

It’s been with us for years. Just about every professional personnel confer- 
ence for some years past has included speakers or workshops on automation. 
The problems have been studied and restudied. 

Yet, after all these years, it is still page 1 news when a Government agency 
actually carries out the fine principles which are always expounded at these 
conferences—of planning and cooperation with employees in accomplishing tech- 
nological change without hardship to the workers. 

The VA and its personnel director, Ed Silberman, are to be congratulated. 

More important, we hope that other Government agencies will follow suit. 
The record on automation is still spotty. There have been too many cases 
where employees have not been kept informed because management was afraid 
that morale would suffer or key workers would quit too soon. Rumors, 
whether reliable or unreliable, have been the means by which employees have 
learned of forthcoming changes. Such a policy cannot be justified under any 
circumstances. 

JAMES A. CAMPBELL, 
National President, AFGE. 


EXAMPLES OF TRAINING MATERIALS—EMPLOYEE TRAINING AND RETRAINING—ADP 


DEPARTMENT OF INSURANCE 


Training for new jobs created by ADP 


To date the following employees have been trained for positions directly in- 
volving computer operations: 32 programers; 18 computer and peripheral equip- 
ment operators. 

To date the following Philadelphia employees have received classroom and on- 
the-job training on adjustment and conversion activities: 520 employees and 
supervisors were given classroom and on-the-job training in coding and error 
eorrection procedures; 400 employees and supervisors were trained in input- 
output documents and record print-outs (many of the 520 employees reported 
above are also included in this document training total). 

ADP Familiarization Training 

Approximately 200 CO staff members and field station supervisors received 
special ADP familiarization training courses. 

All 2,700 employees at Philadelphia received 114 hours orientation courses de- 
scribing ADP application. This will also be given to the 1,100 employees at 
Denver and St. Paul just prior to conversion in those offices. 
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Retraining of employee affected by ADP 

The following employees at Philadelphia whose jobs are being affected by 
ADP are to be retrained for other jobs in insurance operations: 3 benefit pay- 
ment roll supervisors to lay medical approver jobs ; 3 benefit payment roll clerk 
to underwriter jobs; 11 benefit payment roll clerks to accounting control jobs. 


DEPARTMENT OF VETERANS’ BENEFITS 


All DVB employees nationwide have received orientation in ADP through ap- 
preciation courses of 3 hours to 1 week, depending upon the extent of their po- 
tential involvement in ADP. 

VA has policy of training and using present VA employees to do the total 
ADP job e.g., staffing the ADP Center. Many employees have already been so 
trained. For example, extensive training for programers, flexowriter operators, 
ete. 

Some employees are being trained to perform work created by Public Law 
86-211 (Adjudication). Specific training courses have been made available to 
regional offices and other special, e.g., income questionnaire or one-time projects. 

Employees are being trained to act as instructors in training ADP employees 
for ADP positions, e.g., training flexowriter instructors. 

As employees are released from present assignments some will be trained for 
continuing VA positions in other programs and other departments. 


SAMPLE OF TRAINING MATERIAL 


VETERANS’ ADMINISTRATION, 
DEPARTMENT OF VETERANS BENEFITS, 
Washington, D.C., December 1, 1959. 
To: Managers, all VA regional offices, centers with regional office activties, 
and Veterans’ Benefits Office, Washington, D.C. 
Subject: Orientation on VA automatic data processing system. 


1. To help you determine your station’s further orientation needs, this letter 
reviews background information on ADP. Attached are guidelines to help you 
complete general orientation of all your employees. 

2. Where required, the mechanization of benefit payment accounts onto punched 
ecards has been completed. The Department is now readying for its next phase of 
automatic data processing. This phase will transfer all payment and statistical 
functions for the disability and death benefits program to the VA Data Processing 
Center in Hines, Ill. The payment of subsistence allowance for vocational 
rehabilitation of disabled veterans will also be handled at the center, but the 
statistical functions for that program will remain at the field stations. V.R. & E. 
educaitonal payments to and statistics for Korean veterans and war orphans will 
continue to be maintained at designated field stations. 

3. During 1960, payment accounting and statistical records will be converted 
on a gradual basis into the ADP system operating from the VA Data Processing 
Center at Hines, Ill. The scheduled conversion of the Philadelphia district 
office death payments on April 1, 1960, will require most stations to handle 
some actions with the VA Data Processing Center under ADP procedures, even 
though their other actions are not yet under ADP. Therefore, as early as March 
1960 stations will need complete familiarity with ADP procedures and basic 
orientation for all employees should be completed by that date. 

4. Your special summary of training in ADP indicates that varying degrees 
of orientation have been presented to employees. Training sessions, using hand- 
outs from the management seminars in February and March 1959, and the other 
letters, brochures, and management bulletins, have acquainted some employees 
with ADP’s basic features. I am asking you now to be sure that all your 
employees are given basic orientation on the VA’s automatic data processing 
system and particularly on the new requirements imposed by the use of the 
electronic installation at the VA Data Processing Center. 

5. The enclosed guide is forwarded to assist in complying with my request. 
The guide highlights and supplements information already given to you. We 
expect it to be helpful in many ways: as refresher training for groups already 
oriented, as basic data for employees who have not previously been trained, for 
assuring complete orientation for service organization representatives, and as a 
ready training reference during preconversion and conversion periods. Needless 
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repetition of previous training is to be avoided, but you should assure yourself 
that complete information for all employees is provided at your station. With 
the five copies of the guide only one set of slides is provided for each RO. 
Please handle them carefully. 

6. You will also receive, direct from the IBM company, a shipment of magnetic 
tape samples. These may be used as handouts when the orientation is presented. 
In addition to the enclosed materials, the detailed ADP procedures are being 
prepared for early release. 


OFFICE AUTOMATION AND EMPLOYEE JOB SECURITY 


W. J. DRIveEr, 
Chief Benefits Director. 


ENCLOSURE No. 1 


DEPARTMENT OF VETERANS’ BENEFITS—ORIENTATION GUIDE TO AUTOMATIC DATA 
PROCESSING 


Objective 
To provide all DN of veterans’ benefits (DVB) employees with general 
knowledge about automation and its application in DVB. 


Length of orientation and for whom 

The material in this guide can be presented in about 1% hours. It is intended 
that each DVB employee will receive information equivalent to this as minimum 
orientation. More detailed information is required in work areas that will be 
affected by the operations at the VA Data Processing Center. 


When 
Orientation of all DVB employees will be completed not later than March 1, 


Where 
Training will be at DVB Central Office, regional offices, Veterans’ Benefits 
Office, and centers with regional office activities. 


Instructors 


Instructors will be from the installation concerned. Regional offices prefer- 
ably will use as instructors, persons who attended DVB management seminars. 


Guide to general orientation—Automatic data processing in Division of Veterans’ 
Benefits 


I. WHAT Is AUTOMATIC DatTA PROCESSING? 
A. DESCRIPTION 


Electronic, integrated, and automatic data processing 

These words sound impressive, don’t they? Do we all know what they mean? 

Data processing is certainly a familiar term. Daily the VA processes a 
large variety of data about veterans, their dependents, and the payments made 
to and for them. We are accustomed to keeping this data on paper stock of 
all sizes and shapes, 3 by 5 cards, 5 by 8 cards, punched tab cards, ledger 
sheets, and so on. 

Electronic—Integrated—Automatie 

Electronic data processing: This is use of high-speed electrical machines. 

Integrated data processing: This is a system where all operations are done 
in one logical flow of work. 

Automatic data processing : Includes features of both electronic and integrated 
systems. Under it operations are performed with a minimum of manual 
processing. 

This is the kind of system being installed by the Department of Veterans’ 
Benefits: Automatic data processing, or as we call it, simply ADP. 


Names of machines 

Console Computer, Flexowriter, Tape Reader, and memory unit: These are 
some of the machines and units that we'll be talking about. IBM 705 Model IIT 
was selected for use in our data processing center. However, this is only one 
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of a whole group of machines that makes up our system. Let’s examine some 
basic ideas in data processing. 


B, BASIC IDEAS IN DATA PROCESSING 


Our data-processing machines are able to operate as a system because they 
can “talk” to each other. They “talk” in code on cards and tapes. 


All you need do is push a button 


This statement is far from true. Although these machines operate at fantastic 
speeds to give man a wonderful new tool, it can never be better than the mind 
that uses it. That is the challenge—how well can we direct and instruct these 
machines. They will do exactly what we tell them—no more and no less. 

As a basis for comparison, let’s consider a machine many of us have seen or 
operated. 


Programing 

The process of instructing our ADP machines is called “programing.” In 
ADP instead of paper rolls, men called programers prepare instructions for the 
machines that are put on magnetic tapes. 

It can’t think for itself; but, when properly instructed, it can perform com- 
plicated things, such as those we illustrate, with almost unbelievable speed and 
accuracy. 

Our system stores instructions in a memory unit of the computer. Informa- 
tion is introduced into the system on a second tape called a transaction tape. 
This second tape causes the machine to follow stored instructions to dispose 
of new information. 

The instructions illustrated here are those followed in handling award in- 
formation. 

The machine is told to compare. 

Thereupon it compares two numbers and, depending on which number is 
the larger, takes alternative courses of action. This is the most significant 
operation of which it is capable and it forms the underlying basis for its 
operations. 

It’s told to completely audit the award. 

It’s told to calculate. In addition to doing basic arithmetic, it can perform 
such other operations as rounding to the nearest whole number and dropping 
fractions. It determines the exact amount to be paid to claimants. 

It’s told to maintain the accounting record, record the expense, and adjust 
the statistical tables. 

Finally, it’s told to prepare the tapes from which the checks will be printed. 

Of course, this is an oversimplification of the instructions which will be stored 
in the memory unit. 

Now we've given you a general idea of what ADP is. 

Let’s see where and when it will be installed. 


II. THe PLAN FoR CENTRAL OPERATION 
THE SITE 


The Chicago area was selected as the site for the data processing center, 
principally because it is one of the better points from which to reach all 
payees by regular mail, and for mail from field stations to reach the processing 


center. 
SIZE OF OPERATION 


The electronic processing here will result in the preparation of over 4 million 
checks each month in the nearby Chicago Treasury Disbursing Office. The 
checks will be arranged according to geographical areas for delivery to the post 
office. This presorting of the mail will expedite the postal operations and speed 
delivery. 

It is estimated that from the time an original award is released by the regional 
office, only 4 days will elapse until the initial check covering any retroactive 
amount due to the payee is in the mail. 

We will maintain, in this one location, a financial accounting system with 
separate accounts for each veteran and beneficiary. 
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CONTROL OF ADP SYSTEM 


Information or “input” data on awards, changes, terminations, and other 
actions will result in the maintenance of a control ledger. These records will 
automatically be subjected to continual balancing. The statistical data main- 
tained here will be used for the preparation of many of the required reports. 
Thus, the output of accurate master records, payment checks, and statistical 
records will be assured. 


III. WHEN—CONVERSION TO ADP SystTEM 
A. THE SCHEDULE AND PLAN FOR CONVERSION 


Mechanization—benefit payments 

We have recently completed the initial phase of going from manual to an ADP’ 
system by mechanizing the benefits payment system. Here we see the progres- 
sive change from manual to mechanized operations and the projected schedule 
for conversion to ADP. The first regional office to be converted is Chicago. 


Chicago regvonal office 


Why was tne Chicago regional office selected as the first station to be con- 
verted? Principally because we wanted to test the conversion procedures to be 
sure that no contingency would be overlooked. Its nearness to the center allows 
for a double checking period, after the center starts operations and during which 
the regional office continues its regular operations. 

The remaining offices will be converted, according to location within disburs- 
ing office areas, at the rate of 10 percent of caseload volume per month. Com- 
plete conversion of disability and death claims cases to ADP is to be accom- 
plished during a 12-month period. Later, the insurance cases will be converted 
to ADP. 

B. PIECEMEAL CONVERSION 


Most regional offices will be involved in these five conversion periods because: 
it is not practical to convert all of our accounts at one time. 

As the death accounts at the Philadelphia district office are converted, early in 
1960, all regional offices will be required to adopt ADP procedures in processing 
any cases which were decentralized to them by the Philadelphia district office. 
The regional offices will similarly be affected when the St. Paul or Denver death 
accounts are converted. 

Where a regional office converts its live and death compensation cases before 
the district office, it will follow ADP procedures in processing only its own con- 
verted cases. Total conversion will not be completed until the district office 
insurance death accounts are converted. 


C. STEPS BEFORE CONVERSION 


To operate under the ADP system we need a master file and a recurring pay- 
ments file on magnetic tapes. These will be prepared from data furnished by 
the VA regional offices and Treasury disbursing offices. 

Approximately 90 days before its scheduled date for conversion, each regional 
office will conduct a complete audit. Cutoff dates for all change actions will be 
set locally by joint agreement with the Treasury disbursing office. 

All of our decks of cards will be checked. 

The claims status punched cards and the payee cards will be checked for ac- 
curacy and completeness and will be matched against each other. A consistency 
check will be made with the master audit deck. Additional data will be added 
on the punched cards such as suspended payments, amounts withheld, accounts 
receivable, and future transactions. 

These reconciled and updated punched cards will be converted to magnetic 
tape at the DP center. Thus, a master file and the payment file will be assem- 
bled on two separate magnetic tapes. Other tapes also will be produced as 
byproducts. 

The master file will contain all the data for all regional offices now on the 
claims statistical and payee account cards. For ready access, the master files 
will be on tape by digit groupings, thereby requiring 100 reels for the 100 digits. 

Similarly, the payments file will include all the data now in the finance files 
and the Treasury check issuance files. This tape too will be on 100 reels of 
tape. 
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Here is a picture to give you an idea of the information contained on these 
magnetic tapes. 


Location of data on ADP tapes 

The sources for the data on the magnetic tapes are shown in the center boxes 
of this chart. 

The claim number will be identifying information in all tapes. Payment and 
statistical information will be maintained and adjusted in the master tape. 
Name and address and other information used in printing checks is on the pay- 
ment tape. This information could have been kept on the master tape only but 
it is separated to permit easier operations at the center. 


IV. How Data Is PROCESSED 
A. SENDING DATA TO THE CENTER 


The Flexowriter plays a key part in sending data to the center. It is an elec- 
tric typewriter with special attachments. It simultaneously produces punched 
paper tape as a byproduct of typing rating sheets, forms, and letters of award 
or disallowance. 

This tape is the common-language link in the ADP system. The punched tape 
enables the group of machines at the center to automatically create other rec- 
ords, eliminating much of the manual processing that runs up operational costs. 


B. PROCESSING AT THE CENTER 
Input procedure 


Data or output from the regional offices become the data or input of the DP 
center. Most of the input will be received as Flexowriter—produced paper 
tape. Some will be received as so-called hard copy, i.e., a copy of any form which 
is not reduced to tape by use of a Flexowriter. 

Stations not having Flexowriter or stations whose Flexowriters are tempo- 
rarily out of operation, will send hard copies of their actions to the center. Even 
though it has a Flexowriter, any station not yet converted to ADP will similarly 
submit only “hard” copy when processing death cases decentralized from a con- 
verted district office. 

At the center, the paper tape or hard copy are converted to punched cards. <A 
tape-reader machine converts the paper tape to punched cards. A punched card 
must be prepared manually from the hard copy by a card-punch operator. 

All of the punched cards are run to produce the magnetic transaction tape. 
File maintenance run 

A file maintenance run is made every 2 days. 

The transaction tape and the master tape are fed into the computer and 
changes are made in the record of each individual account. 

This is the run when the computer follows instructions stored in its memory 
unit to make all necessary record changes. For example, it calculates new or 
changed awards, audits, and the like. 

Out of this run comes a new updated master tape and other tapes such as: 

(a) An insurance premium deduction tape for use at the district office. 

(b) An irreglar payment tape, and a separate payment transaction tape that 
is later used to produce the recurring payments tape shown here. 

Both the irregular and the recurring payments tapes are given to the Treasury 
Disbursing Office for the check printing. 

Also changes in statistics are made as a result of the maintenance run, so 
that at the end of each month, or as required monthly, the machine will produce 
the recurring monthly statistical reports for use in central office. 

In addition, other tapes can be produced. 

Miscellaneous runs.—These can be made as required by central office or as 
requested by a field station for special needs. 


C. OPERATING TIME REQUIREMENTS 


A series of operations such as these may be accomplished in a monthly total 
of about 225 machine-operating hours. This will require two shifts of em- 
ployees. The daytime shift will probably convert daily input transactions onto 
magnetic tape and print out the transaction tapes. The file maintenance and 
other runs probably will be handled by the night shift. 
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V. Errects ON REGIONAL OFFICE OPERATIONS 
A. FUNCTIONS NOT CHANGED BY ADP IN 1960 


Contact operations will not be affected. Contact representatives continue 
to serve the veteran and his dependents through personal contact. 

Loan guarantee procedures will not change because of ADP. Where loan 
guarantee activities are carried on in a regional office the loan accounting opera- 
tions will continue under Finance. 

Personnel operations are not changed. 


B. FUNCTIONS WHICH ARE AFFECTED BY ADP 


The basic operations of the Chief Attorney’s Office do not change. Conversion 
to ADP only requires use of new forms for suspension and resumption of pay- 
ments. Routings of these forms also change. 

Vocational rehabilitation and education operations will not change, except 
that subsistence allowance for disabled veterans (formerly Public Laws 16, 
894) will be processed by the data processing Center. 

A new subsistence allowance authorization form will be used. A copy will go 
directly to the Center without using the Flexowriter. A second copy will still 
be sent to Finance for payment of tuition vouchers. 

Because training allowance is tied in with disability compensation payments, 
special procedures are required to prevent over and under payments. 

All statistics V.R. & E. will continue to be maintained by the tabulating 
machine section (TMS) in the regional offices having that activity. 


Adjudication—Before and after 


The acts of judgment and decision required in adjudication cannot and are not 
intended to be mechanized. The development and rating of claims and the 
awarding of benefits will not be changed. 

Coding, however, will no longer be a separate operation. Instead, the neces- 
sary data is coded directly on the rating and award forms as they are prepared. 
Appropriate revision of forms was required for this purpose. 

The rating sheets and letters of award or disallowance, now prepared on a 
standard typewriter, in most instances will be typed on a Flexowriter. Thus, 
the material which formerly was routed to Finance and TMS will not go to the 
center as punched paper tape or hard copy. 


Compensation and Pension Processing 


Awards are now sent to Finance. Here they are reviewed. Computations are 
made manually, and awards vouchered and certified. The vouchered awards and 
changes are sent to TMS where pay cards and lists are prepared. The pay 
cards and listed prepared in TMS are maintained in Finance. 

The accounting function is also performed in Finance. Changes and vouchers 
are sent to Treasury, paid by Treasury Disbursing, and returned to our Finance. 
Reports are sent to central office. 

Claims statistics are maintained on cards punched by TMS from manually 
prepared code sheets. These are reduced to summary cards which are sent to 
Machine Records Accounting Division in central office for further processing. 

Under ADP the center performs all these functions as part of its normal opera- 
tions. The statistical and fiscal reports are printed at the center and sent to 
central office. The payment tape is furnished to one Treasury Disbursing Office. 

The computer also performs all controls and audits. All changes must match 
the computer’s master record as to C—-number, payee number, and name or be 
rejected for review and correction. The system’s payment information provides 
means for auditing the payment trail from the time of rating to the time the 
check is paid in the Treasury Department. 


Treasury disbursing and post office handling before and after 


Let’s consider the effect of our ADP operations in the Treasury Department. 

Now we submit all payment changes and vouchered awards to 21 regional dis- 
bursing offices. Those offices update their payment files, and print the checks. 
They return the paid vouchers and checklists to the various finance activities 
as evidence of payment. The checks are delivered to the Post Office Department 
for sorting and distribution. 

Under ADP we will furnish the necessary payment data on magnetic tape to 
one Treasury Disbursing Office in Chicago where all VA compensation and pen- 
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sion checks will be printed. As a part of their operation they will microfilm 
each check. These microfilm reels will replace the printed checklist and will 
be retained in the Disbursing Office. Any information concerning particular 
checks can be secured from these microfilms. 

The checks will be mechanically sorted by geographical area, which will result 
in easier distribution by the Post Office Department. 


List of principal features 

Summary of principal features of system.—Adjudication and the claims fold- 
ers remain at the field station. 

Flexowriters at regional offices will produce punched paper tape as a byproduct 
of typing forms and letters. 

One computer does the data processing for all regional offices. 

One record on magnetic tape is used to make all payments and to compile the 
accounting and statistical information we need. 

Side effects —Treasury disbursing operations are simplified and unified. 

Post office sorting is greatly reduced. 


VI. ErFrects ON PEOPLE 


We will be gradually expanding our system into new areas in 1961. Personnel 
changes will likewise be gradual. Mr. Whittier, Administrator of Veterans’ 
Affairs, said in his letter of February 19, 1959, among other things: 

“I consider it essential to use all available modern business methods to improve 
service to veterans, to obtain greater accuracy * * *. 

“Whatever operational changes are scheduled * * * the future welfare of any 
employees that might be affected is receiving our active attention * * * I can- 
not give you an absolute assurance that everyone will be able to continue in his 
present position at his current station. 

“Some employment adjustments will also be necessary * * *. I have requested 
all VA officials to plan for conversion with maximum consideration for the wel- 
fare of all VA employees. 

“I sincerely hope that I will have your confidence and support during the 
adjustment period. 

“SUMNER G. WHITTIER.” 


Division of Veterans Benefits has agreed to keep you informed periodically. 
This is part of that process. 


WHAT JOB AREAS ARE AFFECTED 


Major procedural changes which will be discussed later with those of you 
who are directly concerned with fall in the Administrative Division Tabulation 
Sections, in the Adjudication Divisions, and the Benefit Payment and Operations 
Sections of the finance activity. If complete abolition of a position is involved, 
reassignment opportunities in your own office will be fully explored. Normal 
loss of ‘employees through retirement, transfer, and the like will offer some 
opportunities for new assignments. The new pension law will require additional 
work and some more people. Also, advance notice will be given to each station 
before it fully integrates into the new system, advising on the number of posi- 
tions Which will be affected and providing for local job freeze areas if more than 
three employees are affected. By job freeze we mean that hospitals, regional 
offices, and insurance centers will not fill positions for which surplus regional 
office employees are qualified and available. They will pool such vacancies for 
reassignment purposes of those affected by ADP. Freezes will be established 
at least 3 months before regional office employees become surplus. 

If you are offered and do accept a transfer within VA to another locality, 
travel and transportation costs for you and your household will be borne by the 
VA under normal Government procedures. 

In addition, your personnel offices will cooperate with you fully in uncovering 
outplacement opportunities in industries and in other Government agencies. 

As an additional protection for you, if a job cannot be found, you have your full 
%) days of advance notice for anyone adversely affected, even though the civil 
service regulations only require a 30-day notice. I think then, you may under- 
stand that that which can be done, will be done for your protection and assistance. 

In many regional offices, the number of positions that are affected will be small 
and persons can be placed elsewhere. In some offices that no longer kandle fi- 
nance payments for compensation and benefits, no position should be surplus. 
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In some large offices, positions such as benefit payment roll clerk and statis- 
tical coding clerk can be affected substantially, but as previously noted, some 
additional people will be needed for adjudication divisions. Also, those areas 
most seriously affected will generally be in large metropolitan centers where 
job opportunities are greater. 

Among new positions that now can be identified are Flexowriter operators. 
This requires basic typing skill. We expect to have a special training program 
for Flexowriter operators. Control positions also will be needed in larger 
offices. Special training also will be provided for these positions. 

There also will be about 50 technical positions in the Chicago center. 

Opportunities that open will be made known to all. 


VII. Wuar’s AHEAD IN DIVISION OF VETERANS BENEFITS 


Personnel in our field stations, and in the VA data processing center in Chicago, 
will be concentrating their efforts during 1960 on putting the ADP system into 
effect, and will be adjusting to the related procedural changes. Staff members in 
central office will continue to study applications of automatic processing to other 
areas of activity. 

Wherever ADP will improve service to veterans, allow more efficient program 
management through improved accuracy, offer greater selectivity and availabil- 
ity of statistical data, and produce an overall reduction in operation costs, we 
will forge ahead. Each program area will be explored and a feasibility report, 
further study in design, programing, and testing will precede any new installa- 
tion. However, well before any future conversions to ADP may affect your 
operations, you will be informed about them. 


APPENDIX I TO DVB ADP GuIDE 
ADP TERMS 
These simplified explanations are for persons not directly involved in auto- 
matic data processing. We hope they will prove helpful. 
Automatic data processing 


Automatic handling of information by machines, coordinated to get desired 
end products. 


Computer 


A device capable of accepting information, processing it and supplying the 
results of these processes. 


Console 


A desklike portion of the computer which may be used to control the machine 
manually; correct errors; determine the status of the machine circuits; and 
to determine or revise contents of machine memory. 


Electronic data processing 


Processing data through the use of equipment which uses electronic circuits 
to handle information. 


Input 


Information or instructions delivered for use by machines either in the form 
of tape, cards, or copies of awards, authorizations, or ratings. 


Integrated data processing 

Handling data automatically in one logical flow of work. 
Memory 

Data storage capacity of machine. 
Output 

Cards, tapes, reports, etc., produced by machines. 
Program (for machine) 

Set of instructions for machine to follow. 
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Mr. Lesinsxt. Is there anything further from your assistants, Mr. 
Reilly ov Ma. Provan 

Mr. Outver. Mr. Chairman, I would like to ask Mr. Silberman a 
question first. 

Mr. Silberman, I have been interested in hearing your statements, 
and I have seanned the prepared statement which you have presented 
to the committee. I assume from what you have said and from this 
prepared statement that it is not the primary purpose of the Veterans’ 
Administration, in its installation of electronic or automated equip- 
ment, to reduce your personnel. Your primary purpose is rather to 
make your operation more efficient; is that correct 

Mr. Sinnerman. You have to pay for it, though. There will be 
reductions. One goes with the other. 

Mr. Ouiver. But what I am trying to say is, you are not doing this 
for the purpose primarily of cutting down on employment. 

Mr. Sirperman. No, sir. 

Mr. Outver. I wonder whether you may have a comment on this or 
not. As you have been discussing this subject, which is a rather diffi- 
cult one, I have been wondering whether or not the practices and 
policies of the Veterans’ Administration could be made applicable to 
other agencies of the Government. 

Mr. SrnperMAN. Surely. Of course. 

Mr. Ottver. Would it help or hurt the efficiency or the effectiveness 
of what you are doing if it were applied to other agencies of the 
Government, if there were set up mandatorily some centralized mech- 
anism—perhaps within the Civil Service Commission or some other 
agency—that could make these applications to other agencies ? 

Mr. Srnperman. There isa key to that. 

IT was here Wednesday because we thought perhaps we would be 
called, and I heard Mr. Beary from the Post Office Department testify. 
He said something to the effect that the Post Office is a constantly ex- 
panding organization. 

We at the agency level are concerned with our own little bailiwicks; 
but you at this level, like the Civil Service Commission, are concerned 
with global welfare. You have the whole vista to concern yourselves 
with, 

With all of the Government employees in all of the States, of a cer- 
tainty there must be some organizations that are expanding while 
others are contracting. You cannot, in my opinion, legislate good ad- 
ministration. You cannot say that everybody will be sound, as you 
know. 

But every 6 months, you could have some sort of a requirement 
that the agencies that were expanding would feed data into a central 
spot and say, “These are the types of jobs and numbers of people that 
we need, the grades that we need,” and at the same time the agencies 
that were losing could advise the central spots of the types of people. 

Mr. Oxiver. In other words, you would have a clearinghouse ? 

Mr. Sirperman. Yes. You have something like it now, for dis- 
placed career employees, in the Civil Service Commission. 

Mr. Ouiver. In other words, the problem you are referring to, where 
you are going to have problems of these 1,259 jobs that are going to 
be eliminated that you cannot take care of, some of which perhaps 
could be taken care of by personnel changing its location from one 
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area of the country to another; that if there were an agency in that 
area that could use them, you would be alerted to that and make this 
information available to them. 

Mr. Superman. Our people are working with other agencies. But 
let us assume that, as the chairman indicates, I am an employee sitting 
in town X and I just bought a house. I do not want to move 300 miles, 
but I might move 60 miles, because I could drive that every day. I 
don’t know what exists 60 miles away, but some other agency might. 

Mr. Ouiver. That is right. So if this were the responsibility on all 
the agencies of Government to carry on the type of thing you are try- 
ing to do in the Veterans’ Administration, this could be helpful to this 
overall problem. 

Mr. Strperman. I think so. 

Mr. Ottver. Do you feel it should be made mandatory upon the 
other agencies? 

Mr. SirBermMan. In my opinion, it should be made permissive first. 
Try it that way and see what happens. 

Mr. Ouiver. You think there should be some centralized mechanism, 
though. 

Mr. Sirperman. I think so; yes, sir. 

Mr. Outver. Thank you very much. 

Mr. Lestnsxi. Mr. Silberman, from your statement I assume that 
we cannot legislate specific criteria, but we can legislate basic criteria 
so as to allow the agency some leeway and not tie their hands com- 
pletely, but make them try to solve their problem. 

Mr. SurperMan. That is right. 

Mrs. Sr. Grorar. Mr. Chairman. 

Mr. Lestnsx1. Mrs. St. George. 

Mrs. Sr. Grorcr. Mr. Silberman, I want to congratulate you on your 
statement, I think the VA is doing as fine a job in this field as it is 
possible to do at this time. Of course, I imagine that our knowledge 
of the whole field will expand very much. 

What I would like to know is this. You have approximately 1,200 
employees who are going to be affected by this. How many actually 
will be eliminated from jobs? In other words, how many will have to 
find different work or live in a different locality and so forth? 

Mr. SILBerMAN. To date, March 1960, we have saved 200 positions. 
Of the 200 positions, 8 people moved to different locations. I think 37 
people were given jobs in other VA establishments in a similar area. 
One tabulating machine operator, and that is a type category, de- 
cided to stick it out and stay where he was. Everybody else has been 
taken care of. 

Mrs. Sr. Grorce. That is a pretty high proportion. And you think 
that can be continued ? 

Mr. Stzperman. We hope so. 

Mrs. St. Grorcr. What has actually been saved in dollars, after you 
count what you are paying to rent this very elaborate automatic ma- 
chinery, and with the elimination of these very few—because they are 
very few—personnel, what would you say would be the actual saving 
in dollars ? 

Mr. SrtpermMan. Do you want to answer it, Mr. Provan ? 

Mr. Provan. You go ahead. 

Mr. Sttserman. Let us take Philadelphia as an example. We pay 
roughly $1 million a year for rental of this new automatic data proc- 
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essing system in Philadelphia. We know that the system will more 
than pay for itself, because by the time the system 1s completely set 
up—it was installed in July—and rolling, we will dispose of mechani- 
cal equipment which will partially offset the rental for ADP equip- 
ment. We fully expect to end up with a net operating cost reduction 
of around $114 million through these savings and the personnel 
reductions. 

Mrs. Sv. Grorer. So there is a balance there. 

Mr. Provan. That is right. 

Mrs. Sr. Grorce. As you doubtless know, the press has been stating 
that you will save roughly $2 million through this process. Would 
you say that that was exaggerated, or would you say that that was 
roughly correct ? 

Mr. Provan. In the insurance operation, that would be roughly 
correct. It might be a little high. 

Mr. SitpermMan. I would say so when it is completed. 

Mr. Provan. That is the insurance operation only. When conver- 
sion is completed, that will be the net difference in annual operating 
cost—approximately $114 million. 

Mrs. Sr. Grorcr. When will it be completed ? 

Mr. StrperMAN. September 1961 is the date for complete installa- 
tion. Full realization of savings will take a little longer. 

Mrs. Sr. Georcr. Of course, the main objection of this conversion is 
that you are getting a better operation. 

Mr. Sinperman. Yes, ma’am. 

Mrs. St. Grorce. Even if you were to have no savings and it would 
cost exactly the same, it would be a better operation. 

Mr. StrperMan. Exactly. 

Mr. Lestnskt. More efficient, more complete, more compact, and also 
quicker. 

Mr. SrnperMan. Yes, sir. 

Mrs. Sr. Grorcr. Of those people who will be displaced, do you feel 
that they can be placed in other agencies satisfactorily, or do you feel 
that the hardship on most of them will be considerable. 

Mr. SirpermMan. As far as those employees in Philadelphia are con- 
cerned, there will not be any hardship on them. I will tell you why 
I say that. 

That is a very big office. We have 2,900 employees in the Phila- 
delphia office. Just using attrition, if nothing 0 they lose roughly 
40 people every month. And we have hired some temporary em- 
ployees, through that procedure I told you about, so that is a little 
"eo naat and the freeze in the hospitals and in the regional offices will 
help. 

Mrs. Sr. Grorer. Mr. Chairman, I think one thing they are doing 
is excellent, that is, giving this overtime rather than bringing in new 
people and then eliminating them. 

T also think that this committee could do a great deal in following 
Mr. Oliver’s suggestion and insisting on a more central office that they 
could refer to. 

You would like that, would you not, Mr. Silberman ? 

Mr. Superman. There is much merit in what Mr. Oliver says. 

Mr. Lestnsxr. Mrs. St. George, if I may comment at this point, I 
think there possibly might be need for action as suggested by Mr. 
Oliver. On the other hand, if the records of personnel of the various 
agencies had followed the criterion Mr. Silberman laid out here, there 
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would be no need for it. If you use a heart instead of a hammer, you 
are more apt to get progress. The personnel directors of the various 
agencies should think more before they actually act 

Mr. Sirperman. It has to be the administrator, in my opinion. It 
starts with the top man in the agency. 

Mr. Lesrnsk1. ‘I appreciate that. The personnel manager has the 
effect of handling it, but the administrator has to direct him to do 
that. 

Mrs. Sr. Grorce. That is very true, Mr. Chairman, but I still think 
it would be of great assistance to Mr. Silberman and anyone else in 
that capacity, any manager, if he knew that there was some place he 
could go to for guidance, that he could say, “Now, I have so many 
people t that are looking for certain types of jobs.” 

Mr. Lestwsk1. Mrs. St. George, I think the papers: of our commit- 
tee is to get into specific rec ommendations such as we are disc ussing 
today. Tam glad Mr. Silberman has provided the apes for that. I 
am sure we will follow it through with the Civil Service Commission 
ask them to consider the issuance of regulations and directives to 
Government agencies. 

Mr. Oniver. Mr. Chairman, could T make this observation. 

It seems to me that in private enterprise or private industry, as in 
the example which I tried to recollect the other dav—I do not know 
whether it was Armour or Swift—but there is a recent one which has 
made some effort. to set up a fund to take care of possible displace- 
ments brought about by automation in that particular industry. 

If the Federal Government adopted some method such as that you 
have just referred to about centralizing the responsibility for this, it 
might be in a sense a similar move, to offset the disadvantages of 
automation, by some positive act of our own. 

Mr. SILBeRMAN. Yes. 

Mr. Ortver. I am thinking of it in terms of a parallel approach, 
perhaps, not in terms of dollars but in terms of service. It might add 
up to something. 

Mr. StrperMan. In the Government you have to use service rather 
than dollars, sometimes, as you know. 

Mr. Lestnskt. Mr. Silberman, we are very grateful for your testi- 
mony here this morning. From the observations that were m: ade by 
yourself and your staff, and the material you will be putting in the 
record, we will have hearings, that when printed, dint be of inter- 
est to all agency heads and all the personnel directors. We will see 
that copies of these hearings are supplied to all departments and 
agencies so that they may have a guide to follow. I hope in the future 
that similar action will be taken by other agencies. If it is not, we 
will follow up accordingly. 

Mr. Superman. Thank you, Mr. Chairman. 

Mr. Lesrnsk1. Is there anything further from you or your staff? 

Mr. Strperman. No, sir. 

Mr. Lestnsxr. Thank you, Mr. Silberman. 

We will next hear from Mr. George Riley, legislative representa- 
tive, AFL-CIO. Mr. Riley was to testify last Wednesday, but un- 
fortunately could not make it. Mr. Riley, if you are ready, you may 
proceed. 
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STATEMENT OF GEORGE RILEY, LEGISLATIVE REPRESENTATIVE, 
AFL-CIO 


Mr. Rivey. Mr. Chairman, I appreciate your indulgence. I will 
be as brief as I always attempt to be. Instead of giving you what 
otherwise would be a technical discussion—and I know you are get- 
ting plenty of that from those close to the jobs in the agencies—I 
would like to give you a few points on what I believe logically and 
humanely belongs in a program of this sort. 

Mr. Lesinskr. Brief, compact, but thorougia? 

Mr. Ritey. I will promise it will be compact. Here is it. [Show- 
ing notes. | 

1. The first one is a declaration of intent on the part of the 
administration which would be uniform and governmentwide, on 
where technological changes are likely to take place within 5 years or 
less. 

2. Provision for all departments and agencies to taper off in re- 
cruiting for skills where impacts probably will come. 

3. A yearly report to the Congress by the administration on what 
has taken place in this program and what is planned for the ensuing 
year. 

4. Encouragement of a realistic system of notification of approachi- 
ing conversion to stepped-up automation. 

5. The Bureau of the Budget and interested Appropriations Com- 
mittees look to the finding and recommendations of this subeommit- 
tee for appropriate action on their part. 

6. Those who are retrainable should be given early notice, and 
those who are not retrainable should likewise be given early notice 
and have recourse to the renewal of an earlier retirement act provi- 
sion following World War II which, during a period of 2 years, 
with a certain floor of service and a certain minimum age, enabled 
employees to obtain a fairly sizable retirement benefit without going 
the whole route as is prescribed generally under present law. That 
has been in force, so you have ample precedent for it. 

7. Proper consideration should be given to severance pay in those 
cases, if any, where employees are RIF’d and who are without other 
recourse. 

8. The formation of a central transfer unit with authority to over- 
come resistance of uncooperative agencies. 

That is in line, I think, with the discussion, the colloquy between 
Mr. Oliver and Mr. Silberman awhile ago. It is not sufficient to have 
reemplovyment registers or reinstatement registers. They have not 
worked in the past, and T do not believe there is anything that is 
going to make them work in the future. 

They are strictly on a permissive basis. You have to have author- 
ity to tell agencies which are in the market, “We have a pool waiting 
here of experienced, loyal Government employees. You draw on those 
first, and until that. is exhausted down to a reasonable level”—and 
I do not see why it could not be put in a noncompetitive basis, for 
retention and for transfer through this suggested central agency— 
“until that list is fairly well depleted, and others are added to it, you 
must use this list for recruiting purposes.” 
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I have just dashed these points off here in lieu of presenting a 
formal statement to you, because I believe there is value and sub- 
stance to the suggestions I am making, and they are offered in all 
constructiveness. 

Mr. Lestnskt. Mr. Riley, with reference to this central transfer 
control point that you mentioned, there is a human element involved. 
There might be some among those who are not qualified for any 
specific job. 

Mr. Riney. If they are unretrainable, then there should be these 
avenues of escape, such as I have mentioned at the outset. The sever- 
ance pay and, as you have now, the unemployment compensation, and 
the earlier retirement for those who can qualify for that. I do feel 
you are getting safety valves installed here for whatever pressures 
appear to be building up. 

This, of course, is a sort of sightseer’s viewpoint I am offering here, 
but if you find value in it and incorporate any of those in your report, 
they can be put on a trial and error basis and catch a great deal of 
this impact, which will be coming in time to be of substance and value. 

Mr. Lestnsxr. I appreciate your comments, Mr. Riley. But are 
your views in any way in deviation from the statement of Mr. Silber- 
man up to this point? 

Mr. Ritry. It listened quite well. I only hope it works just as well 
as it listens. 

Mr. Lestnsx1. I appreciate your comment. But the procedures 
are working in the V A, as far as we know. 

Mr. Ritey. You mean to make it servicewide ? 

Mr. Lesrnskr. Yes, sir. 

Mr. Ritxy. You have had the discussion about a transfer system, 
and he has agreed—tacitly, more than anything—to the value of that. 
I would certainly agree on that. I have added some things which did 
not come out in your discussion here. 

Mr. Lestnsxt. I appreciate that. 

Mr. Rirry. He has a lag time of 91 days, I understand, to notify 
potential dismissees or RIF’s, as they call them. All of these things 
are good and wholesome. I do not see where anybody gets injured. 

Let us bear in mind that the Congress of the United States has at 
least an unofficial policy on Government personnel, and it comes 
through the Byrd committee on nonessential expenditures, and the 
only thing that those reports every month contains how many per- 
sons have either been hired or fired during the interim period. 

To me that is a very callous attitude toward human beings. They 
are classed under a general heading. And that is the only purpose I 
know of that committee. They have been functioning for lo, these 
many years, solely on nonessential expenditures. It seems to me it is 
time to put some blood, sinew, flesh, and bone in this philosophy that 
we can shape up, it is not too late, and to treat human beings for the 
morale value they have and the development value that the taxpayer 
places in there every April 15. 

Mr. Lestnskt. I appreciate that. 

Mrs. St. George, do you have any further questions? 

Mrs. St. Grorer. No; I do not. 

Mr. Lestnsxt. Mr. Oliver? 
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Mr. Oxtver. I appreciate very much what you have said, Mr. Riley, 
and I feel that some of the suggestions you have made certainly de- 
serve a great deal of consideration by this committee and the Congress. 

Mr. Ritey. I hope they have some value. 

Mr. Outver. I was wondering whether or not it might be possible 
to put these in a more tangible form, to pinpoint the suggestions which 
were made in such a way that we can act specifically and concretely 
upon them. 

Mr. Ritey. I will be glad to spell them out a little better. I admit 
it is in rough form here. I will try to polish them up for you. 

Mr. Ottver. I also feel that, as you have said, there is still time to 
take the necessary action to meet this problem; but certainly, time 
is going to run out if we do not get moving to meet the problem. 
I am very much in favor of doing everything that we can during this 
period to perhaps follow up or at least consider some of the sug- 
gestions you have made. 

Mr. Ritey. Thank you very much, sir. 

Mr. Lestnskt. I believe the points are well taken. We will be glad 
to give further consideration to them. 

Mr. Rivey. That is very graciousof you. Thank you, sir. 

Mr. Lestnsk1. We will next hear from the gentlemen from the 
Treasury Department, Mr. James H. Stover, Chief, Management 
Analysis Staff, and his two associates, Mr. Julian F. Cannon, Chief 
Disbursing Officer, Division of Disbursement, Bureau of Accounts, 
and Mr. George F. Stickney Technical Assistant to the Fiscal Assist- 
ant Secretary. 


STATEMENT OF JAMES H. STOVER, CHIEF, MANAGEMENT ANALY- 
SIS STAFF, TREASURY DEPARTMENT; ACCOMPANIED BY JULIAN 
F. CANNON, CHIEF DISBURSING OFFICER, DIVISION OF DIS- 
BURSEMENT, BUREAU OF ACCOUNTS, AND GEORGE F. STICKNEY, 
TECHNICAL ASSISTANT TO THE FISCAL ASSISTANT SECRETARY 


Mr. Srover. Mr. Chairman and members of the subcommittee, I 
have with me from the Treasury, Mr. Julian F. Cannon, Chief Dis- 
bursing Officer, Division of Disbursement, Bureau of Accounts, on my 
right, and Mr. George F. Stickney, Technical Assistant to the Fiscal 
Assistant Secretary. Some of the operations of Mr. Cannon’s Di- 
vision currently are being contented to automatic data processing 
methods, while Mr. Stickney has devoted much of his time over 
the past few years to assisting several Treasury bureaus in the devel- 
opment of automatic data-processing systems. These gentlemen will 
assist me in answering any questions you may have. 

IT am glad to be with you today to discuss the Treasury’s past ac- 
tions and future plans to prevent automation from causing unneces- 
sary hardships to our employees. Treasury officials have been con- 
cerned about the human problems arising from the automation of 
the Department’s operations, and we fully appreciate the subcom- 
mittee’s interest in the matter. 

The Treasury Department’s concerted efforts to mechanize opera- 
tions began shortly after the end of World War II. In spite of in- 
creasing workloads, we have accomplished since then a steady and 
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substantial overall reduction in the number of employees, without 
large numbers needing new employment at the same time. 

In addition to mechanization, other improvements, such as organ- 
izational consolidations and realinements, have presented the prob- 
jem of finding other jobs for displaced personnel. Although we do 
not feel that we have all of the answers, this is indeed a matter with 
which we have had considerable experience and success over the 
past several years. 

Aside from humanitarian considerations involved, which, of course, 
are paramount, we have felt that it is just good business normally to 
retain in the Treasury, or in the Government service, employees who 
are displaced because of the rapid strides in improving our opera- 
tions. Many of them are needed to take care of increasing work- 
loads in other activities or to fill vacancies. 

The Treasury has made a considerable investment in recruiting 
and training most of these people. The Government cannot afford to 
lose those who can and desire to adapt to other essential work. Cus- 
tomarily, our first effort is to use them in the new operation, even if 
it requires substantial retraining. 

Whenever this cannot be accomplished, we seek to place them else- 
where in their bureau, in other bureaus of the Treasury, or in other 
Government installations. If all these efforts fail, we try to help them 
to find private employment. The problem often is alleviated by 
normal attrition. Also, many employees choose to retire or to resign 
rather than be transferred to other jobs and go through training for 
new work. 

Let me now relate more specifically how we have met this problem 
in the installation of automatic data processing systems in the Office 
of the Treasurer and the Bureau of the Public Debt, and how we 
are approaching it in the current installation in the Bureau of Ac- 
counts. I shall also tell you as much as I can about present thinking 
in connection with the plans toward installation of a large-scale auto- 
matic data-processing system in the Internal Revenue Service. These 
plans are still on the drawing board. Many aspects must be consid- 
ered further and refinements developed as the project advances. 

My remarks today will focus primarily on employee job security 
problems in connection with these installations. A more complete 
account of the background, procedural approach, and changes in op- 
erations in the Office of the Treasurer and Bureau of the Public Debt 
may be found in a report of May 1, 1959, from the Acting Secretary 
of the Treasury to the chairman of the Committee on Post Office and 
Civil Service. This report is designated as appendix A, commencing 
on page 33, of your subcommittee hearings dated June 5, 1959. 


OFFICE OF THE TREASURER OF THE UNITED STATES 


The Treasury’s first experience with a large automatic data-proc- 
essing system began in June 1953, when a joint committee, represent- 
ing the Bureau of the Budget, General Accounting Office, and 
Treasury was appointed to explore the possibilities of using such a 
system for the payment and reconciliation of Government checks. 
This involved integrating in the Treasurer’s Office certain phases of 
these operations formerly performed in the General Accounting Office, 
Federal Reserve banks, and the Treasury. Installation of the new 
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system began in August 1956, and was completed in fiscal year 1958. 
Annual savings are estimated at nearly $3 million. 

In a final report in August 1959, the joint committee stated that 
“the results they (the operating officials of the Treasurer's Office and 
the GAQO) achieved with respect to the major problem of staff curtail- 
ment transcend all other aspects of the undertaking.” A copy of this 
report was sent to your subcommittee by Secretary Anderson on 
September 14, 1959. 

Mr. Lesinsxt. We will put that in the record at this point, so as 
to be able to follow through. 

Mr. Srover. All of this will be in the record, Mr, Chairman. 

Mr. Lestnskt. Thank you. 

(The material referred to follows :) 


THE SECRETARY OF THE TREASURY, 
Washington, D.C., September 14, 1959. 
Hon. Joun LESINSKI, 
Chairman, Subcommittee on Census and Government Statistics, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: We in the Treasury have been very interested in the 
document covering the hearing before your Subcommittee on Census and Govern- 
ment Statistics of the Committee on Post Office and Civil Service, dated June 5, 
1959, on the “Use of Electronic Data-Processing Equipment.” 

We have been glad to see the various references made to EDP developments 
in the Treasury Department in the testimony of General Accounting Office and 
Bureau of the Budget representatives at the open hearings. We share with you 
the concern for job security of our employees and the need for good advance 
planning to give them maximum protection from the impact of automation. 

Some references to our employee statistics were made in the testimony on 
pages 28 and 29 of the report, in connection with the EDP system installed in 
our Office of the Treasurer of the United States. The interagency committee 
which worked on the development and installation of this system recently sub- 
mitted a final report, copies of which are enclosed. I believe you will be inter- 
ested particularly in the statistics furnished on page 5 of this report which 
show how, through very early planning in the mutual interest of the empolyees 
and the Government, the conversion to EDP and the objectives were accom- 
plished without formal reduction-in-force proceedings and without detriment 
to the 753 people directly involved in the Office of the Treasurer of the United 
States and the General Accounting Office. I am confident that I can speak also 
for Comptroller General Campbell in expressing real satisfaction for the way our 
respective staffs handled the personnel problem from the very outset. 

We find it gratifying to note also the interagency committee’s findings that 
governmentwide annual savings under the new system are almost $3 million, 
which exceeds the original expectations, and that the new system is constantly 
being improved. 

Having been closely associated with the General Accounting Office in this 
mutual undertaking for a number of years, we are aware of the problem they 
have had in gradually completing the job of check reconciliation under the old 
system while the new system is going forward in the Treasury. Manifestly, it 
has been a problem of keeping people on board with full knowledge that the 
organizational unit is gradually being dissolved. The fact that this part of the 
total effort will be completed very shortly, we believe, attests to the soundness 
of the personnel practices followed. 

Sincerely vours, 


Rosert B. ANDERSON, 
Secretary of the Treasury. 
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Finat Joint REPORT ON THE ELECTRONIC DATA-PROCESSING INSTALLATION IN 
THE OFFICE OF THE TREASURER OF THE UNITED STATES 


AvuGuST 28, 1959. 
To: The Secretary of the Treasury. 
The Director of the Bureau of the Budget. 
The Comptroller General of the United States. 

This is the final report of the joint committee you appointed in June 1953 
to develop the potentials of electronic data processing for the payment and rec- 
onciliation of Government checks and to spearhead installation of the system 
you approved in October 1955. 

Fiscal year 1956 was the last year of operation completely under the old 
system—a system in which the job of paying checks (by use of tabulating equip- 
ment) and handling check claims was divided between the Office of the 
Treasurer of the United States and the Federal Reserve banks, and the detailed 
check reconciliation was done separately in the General Accounting Office as a 
part of the function of audit. Fiscal year 1959 just ended was the first year 
of operation completely under the new system: one in which the payiwent and 
reconciliation of checks and check claim operations are merged in a central 
electronic data-processing organization of the Treasurer of the United States, 
and in which the General Accounting Office performs an audit of operating 
results in light of the internal control features of the integrated system. 

Therefore, we are now in a position to present some rather concrete results 
of the new system from the standpoint of annual operating costs to the Goy- 
ernment and staffing. 

Our joint report of September 1, 1955, which was the basis for your decision 
to install the system, contained an estimate of potential recurring savings to 
the Government a ggregating about $2.2 million annually—the estimate subhse- 
quently used in the Treasury’s press release of October 14, 1955. We are pleased 
to report that, based on a comparison of fiscal year 1959 and 1956 costs, the 
original expectations (developed before conversion to the new system) huve 
been exceeded, as follows: 


Estimates of annual recurring savings 


| Final 


estimate ! 


Preliminary | Difference 


estimate 


Treasury Department, Office of the Treasury, United States: | 
—$313.000 | $23, 000 —336, 000 


Check payment and reconciliation _- 
Subtotal, Treasurer's Office — 368, 000 | 23,000 | 
General Accounting | 1,955,000 | 1,670,000 | 285, 000 
Subtotal, appropriated funds_________-_.-.----_._-.---- | 1, 587,000 | i. 693, 000 | —106, 000 
Federal Reserve System ?_____--..-_-_-.-.------ re aC 1, 362, 000 | 3500, 000 | 862, 000 
$2, 949, 000 | “$2, 193, 000 $756, 000 


1 The basis used in developing these final estimates of savings is explained in the penne immediately 
following this table. Included is a discussion of the variance between the original estimate showing savings 
of $23,000 for the check payment operations of the Treasurer’s Oflice and the final estimate of $313,000 
increased cost. 

2 Represents 90 percent of the savings reported by the Federal Reserve banks. 90 percent of the earnings 
of the Federal Reserve System is covered into the Treasury as miscellaneous receipts. 

3 The preliminary estimate of savings for the Federal Reserve banks was $750,000, or $675.000 accruing 
to the Treasury at the 90 percent rate. A conservative estimate was stated in the October 14, 1955, press 
release as ‘$500,000 or more a year.” 
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The estimate originally made in 1955 was based on a comparison of costs 
for fiscal year 1956 under the old system and an estimate of what the new 
system costs would be. The final estimate now presented is based on actual 
costs in fiscal 1959 under the new system compared with what the costs would 
have been in fiscal 1959 if the old system had remained unchanged. To estab- 
lish a comparable base, the 1956 costs were projected to 1959 (old system), 
taking into account the increase in workload and increase in salary rates 
between 1956 and 1959. At the same time, with a view to presenting an esti- 
mate of savings in minimal terms, the projection of old system costs included 
assumptions of improvements that might have been made, with reductions of 
eosts, even if the old system had continued into 1959. With respect to the 
check payment operations of the Treasurer’s Office, for example, actual personal 
services in 1956 amounted to 369 people for a total of $1,450,000. Yet, the pro- 
jection to 1959 on the old system basis, despite a 14-percent increase in work- 
load and a 10-percent increase in salary rates, resulted in a 1959 base of only 
330 people and $1,446,000. In large measure, this basis adopted for the esti- 
mate, which we believe to be realistic, accounts for the difference between the 
original estimated savings of $23,000 shown in the table and the final estimate 
of $313,000 additional cost for the Treasurer’s check payment operations. 

There is attached a more detailed statement comparing former and present 
system costs, supporting the estimated annual saving of $2.9 million. Consider- 
ing the above comments and the fact that the value of substantial space re- 
quirements eliminated by the new system was not included in the cost com- 
parison, we believe this is a conservative estimate. All comparative cost data 
were furnished by the operating organizations concerned, including the indi- 
vidual Federal Reserve banks. A consolidated statement of Federal Reserve 
System costs was prepared and furnished to the banks and the Board. The 
reaction of the Federal Reserve Board is contained in a letter dated May 21, 
1959, a copy of which is attached hereto. 

The following table presents the results of the new system in terms of staffing 
requirements. As in the case of the foregoing table concerning costs the com- 
parison is made on the basis of the number of operating employees that would 
have been needed to handle the fiscal year 1959 workload under the old system 
and the actual number of operating employees for fiscal year 1959. 


Number of operating employees 


Old system 
(projected | New system | Change in 
from fiscal (fiscal year staffing re- 
year 1956 in | 1959 actual) | quirements 
terms of fiseal 
year 1959) 
Teapey Department, Office of the Treasurer, United States: 
Check payment and reconciliation... 1 330 287 
Subtotal, appropriated funds. - 964 569 —395 


1 Actual number of employees for fiscal year 1956 was 369. As indicated in the explanation following the 
preceding table on estimated savings, assumed improvements of the old system were included in the projee- 
tion of the old system costs into fiscal year 1959, resulting in the assumption that 39 fewer people would have 
been able to handle 14 percent more workload in 1959 than in 1956. 

2 This was the actual number of employees in 1956, exclusive of 15 people for continuing operations with 
respect to accounts of disbursing officers drawing on designated depositaries unrelated to the Treasury check 
project. The assumption is made that the same number of people (369) could have handled the 14-pereent 
increased workload in fiscal year 1959 if the old system had been continued. 

3 In actuality, there were 70 people remaining on the rolls at the end of fiscal year 1959 to complete the 
residue of reconciliation work under.the old system. Windup of these activities is expected to be completed 
prior to Dec. 31, 1959, and such completion is anticipatéd in this table. 
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The following table indicates the number of operating employees in the check 
payment and reconciliation system on the rolls in fiscal year 1956, immediately 
prior to conversion to the new system, and the number presently on the rolls: 


Number of operating employces 


| | 
| Fiscal year | Fiscal year Change 
1956 1959 
Treasury Department, Office of the Treasurer, United States: 
Check,payment (and reconciliation) -_-......------------ 369 | 287 —82 
Subtotal, Treasurer’s Office. 618 | 569 —49 
Subtotal, appropriated funds 1,002 584 —418 


With respect to the data in the preceding table, reference is made to the 
one of the recommendations in our report of September 1, 1955, quoted as 
follows: 

“Recommendation No. 5—We recommend that present personnel employed 
by the Treasury Department and the General Accounting Office in the payment 
and reconciliation of checks, be given first consideration for positions under the 
new program and those who would not be so placed be considered for reassign- 
ment to other positions in both agencies consistent with their qualifications. 

“Comment.—Approximately 755 people will be required by the Treasury De- 
partment and the General Accounting Office in carrying out the functions of 
payment and reconciling Treasury checks in the fiscal year 1956. [Nore.— 
The foregoing table shows a total of 753 for fiscal 1956, consisting of 369 in the 
check payment work of the Treasurer’s Office and 384 in the check reconciliation 
operations of the General Accounting Office.] Approximately 270 employees 
will be needed under the new program. [Nore.—The number of employees for 
the present check payment and reconciliation operation of the Treasurer's 
Office in fiscal year 1959 is shown as 287 in the preceding table. The increase 
of 17 people over the original estimate reflects what is a normal, relatively 
small increase in staffing proportionate to the substantially large increase in 
workload. The original estimates were based on an annual volume of 350 
million checks and that volume is now over 400 million.] Therefore, we believe 
that the qualifications of the personnel presently employed in both agencies in 
the check payment and reconciliation operations should be carefully reviewed 
to select the best qualified personnel for the new program. The remaining 485 
employees should be given first consideration for reassignment to any positions 
for which they are qualified in either the Treasury or the General Accounting 
Office. The latter figure does not take into consideration the attrition which 
would occur during the conversion period.” 

In our opinion, the manner in which the operating officials of the Treasurer’s 
Office and the General Accounting Office pursued this recommendation and the 
results they achieved with respect to the major problem of staff curtailment 
transcend all other aspects of the undertaking. When conversion to the new 
system was to be started, there were 369 people in the Treasurer’s payment 
operations and 384 people in the reconciliation operations of the General 
Accounting Office—a total of 753 people directly concerned. The immediate 
impact on these people was promptly alleviated by telling them about the plans 
as soon as the decision was made, which was well in advance of the actual con- 
version. They were assured of every assistance toward selection and training 
for positions in the new system or for placement to fill vacancies in their respec- 
tive agencies and other Government agencies. The Treasurer of the United 
States, for example, talked to all the employees about these matter as early as 
October 14, 1955. 
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This advance planning in the mutual interest of the personnel and the Gov- 
ernment also provided maximum opportunity to take advantage of normal 
attrition. As a result, formal reduction-in-force proceedings (and the conse- 
quent widespread chain reactions) were entirely precluded. The following 
table shows how the 753 people in the Treasury Department and General Account- 
ing Office were affected. 


Office of 


Total per- Treasurer, General 
| payment Office 


| 

sonnel U.S. (check | Accounting 
| 
| 


operations) 


1. Transfers: | 
(a) To other activities within Treasurer’s Office or 


within General Accounting Office_......__.--.-- 244 86 158 

(b) To new system in Treasurer’s 3l 
(c) To other Treasury 44 | 

80 | 28 52 

2. Reductions by attrition: 

(a) Resignations and retirements._..._-.....---.------- 104 49 55 

(d) Total reductions by attrition......-.-...-.... 112 | 52 60 


3. Retained for continuing operations: 


(a) Check payment and reconciliation system____- 159 | 
Settlement of accounts of disbursing officers draw- | 
ing on designated depositaries, continued in Gen- 
eral Acoounting Office... 15 15 
(c) Total retained for continuing operations.__-__ 174 | 159 15 
4. Temporarily retained to complete residual operations in | 
GAO under old system. Operation expected to be com- 


1Includes 2 employees transferred in subsequent to July 1, 1956, to assist in completing the residual 
operation. 

This final report would not be complete without a further word of high com- 
mendation for the Chief of the Depositary Accounts Branch in the General 
Accounting Office, and his staff, who have diligently carried on the residue of 
work under the old system and for the officials and employees of the Office of 
the Treasurer of the United States who have operated the new system with 
ever increasing efficiency since the initial installation, and with many refine- 
ments and innovations. To cite one example: In fiscal year 1958, the Treas- 
urer’s Office had to rent time on EDP equipment of another agency, at a cost 
of $130,000, to accommodate the peakload work during the seasonal period of 
income tax refunds. The budget for fiscal year 1959 contemplated a cost of 
$105,000 for the same purpose. During the spring of 1959, however, monthly 
production reached as high as 41.5 million checks paid; no outside rental was 
needed. 

Epwarp J. MAHONEY, 

General Accounting Office. 

GeorGE F. STICKNEY, 
Treasury Department. 
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30ARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
OFFICE OF THE VICE CHAIRMAN, 
Washington, May 21, 1959. 
Mr. W. T. HEFFELFINGER, 
Fiscal Assistant Secretary, 
Treasury Department, 
Washington, D.C. 


Dear Mr. HEFFELFINGER: It is with appreciation that I acknowledge your 
letter of May 13 relative to the new system for paying Government checks by 
the use of electronic equipment. 

At the Board we have been observing with interest the lowering of Keserve 
bank costs and other evidences of increased efficiency that have accompanied the 
changeover from the former method of handling Government checks. And so 
the consolidated statement of comparative costs as reported by the Reserve banks 
is particularly illuminating. 

It is gratifying that the saving resulting from the new system of paying 
Government checks has exceeded expectations. 

Sincerely yours, 
C. BALpErSTON, Vice Chairman. 

Mr. Stover. In a press release announcing the conversion to the 
new system, the Secretary of the Treasury and Comptroller General 
said that it was hoped that much of the personnel reduction would be 
taken care of by attrition but stressed that the Government would 
make every effort to help those displaced find other employment. In 
accordance with this policy, all Treasury personnel affected either 
were trained for other duties in the new system or other activities of 
the Treasurer’s Office, transferred to other bureaus or Government 
offices, resigned, or retired. No reductions in force or separations 
were made, 

Mr. Lestnsxr. At that point, Mr. Stover, I have a question. I 
grant you the Department did attempt oftentimes to place in different 
areas their employees that were dislocated. But you had a problem 
some years ago of cutting down fieldmen, the fellows that review the 
internal revenue reports of the various people that need to be reviewed. 
Since then I note that there is a request for additional personnel to 
perform this review work and they claim they can earn $10 for every 
dollar spent. 

The problem was brought to my attention some years ago, whether 
there were arbitrary dismissals in the Internal Revenue Service. 

Mr. Srover. The statement I made pertains only to the Treasurer's 
Office. This presentation is separated by bureaus. Later, I will talk 
about the Internal Revenue Service. I plan to talk about the bureaus 
in the order these things have happened, as nearly as possible. 

Mr. Lestnsxi. I appreciate that. You may proceed. 

Mr. Stover. As soon as the decision was made to go ahead with the 
undertaking, and almost a year before the conversion began, the 
Treasurer of the United States, Mrs. Ivy Baker Priest, gave an in- 
formal talk to affected Treasury employees to assure them that every 
possible means would be taken to avoid hardship on any of them. 
A month later, a memorandum was address to these employees invit- 
ing those in certain grades to apply for training in connection with 
the electronics program. 

In May 1956 a refresher course in typing was offered to all affected 
employees with some typing skills, and employees who thus qualified 
themselves were placed in typing jobs. Treasury bureaus in the geo- 
graphic area were prohibited from hiring persons from outside for 
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positions for which surplus employees were qualified. Mrs. Priest also 
wrote the heads of all large Government agencies, asking their co- 
operation in placing some of her employees in grades 2, 3, and4. We 
feel this letter produced excellent results, since 28 Treasury people 
were placed with other Government agencies. 

Advance planning provided maximum opportunity to take ad- 
vantage of normal attrition. The following table shows how the 369 
persons affected in the Treasurer’s Office conversion were placed: 
Transferred to other activities in the Treasurer’s Office or other parts 


Reductions by attrition (retirements, deaths, and resignations) ___.____--- 52 
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BUREAU OF THE PUBLIC DEBT 


After a comprehensive 2-year study, the Bureau of the Public Debt 
decided, in May 1957, to use electronic data-processing equipment to 
audit and account for series E savings bonds in punchcard form and 
also to maintain records showing the issuance and retirement of these 
bonds. This work then was being carried on in four offices: Audit 
branches in New York, Cincinnati, and Chicago, and the Bureau’s 
departmental office in Chicago. 

n the interest of a more economical operation in a favorable em- 
ployment area, it was decided to open a new office in Parkersburg, 
W. Va., and to close the New York and Chicago audit branches. A1]so, 
the Bureau’s large departmental office in Chicago, which had done 
most of the recordkeeping on series E bonds, was slated for a reduc- 
tion in workload, and consequently personnel. Although the Cin- 
cinnati audit branch and the Chicago departmental office will continue 
to process the old paper bond work, all work relating to new punch- 
card bonds is being processed at Parkersburg. The Bureau expects 
annual savings aggregating about $1 million to be realized from the 
new system. The full effect of personnel changes will not be known 
until sometime in the fall of 1960, but net personnel reductions are 
expected to be in the neighborhood of 500 over the 314-year period. 

he transfer to electronic equipment resulted in the displacement of 
889 employees in 3 offices, and an increase of 505 in the Cincinnati 
and Parkersburg offices, over the first 15-month period after the 
decision was made. The Bureau had a complex and difficult problem 
in placing the displaced people because of the large numbers affected 
and because the changeover involved moving an activity to a different 
city. 

This problem was aggravated by the fact that very few indicated 
a desire to relocate. Another complicating factor, particularly in the 
Chicago departmental office, was that most of the personnel in the 
old operation were in general clerical and similar categories. ‘lhe 
Bureau had experienced trouble finding qualified people in Chicago 
who were willing to work at some of its rather routine clerical jobs, 
such as alphabetical filing of bond stubs and operating puncheard 
machines, Paradoxically, when the Bureau tried to assist them in 
finding other employment, it found a tight market for their services. 

On March 19, 1957, the Commissioner of the Public Debt wrote 
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a memorandum to inform employees of the Chicago audit branch and 
others concerned of the plans to transfer to Parkersburg. He indi- 
cated that the branch would be closed about August 1, 1957, and 
invited each employee to complete a questionnaire on whether he was 
interested in moving to Parkersburg. Employees were assured that 
everything possible would be done to find employment for those not 
wishing to move, and were urged to discuss any employment problems 
with the chief of the office. In this and the other two offices, bureau 
staff discussed the problem with supervisors at subordinate levels and 
enlisted their aid in handling these personnel matters during the 
transition. 

On June 19, 1957, the Commissioner wrote all employees in grades 
GS-3 through GS-7, to invite them to take aptitude tests to be given 
for positions of programer at Parkersburg. Employees in grades 
GS-3 and GS-4 who were selected and completed their training course 
successfully were promised promotions to GS-5 upon transfer. Other 
employees were to be transferred at their present grades until pro- 
motional opportunities in the new office became available. 

On January 29, 1958, the Commissioner notified the Bureau’s New 
York employees that the audit branch would be closed on July 1, 
1958, and asked them to notify the local personnel office if they wished 
to be transferred to Parkersburg, or to other Bureau offices in Wash- 
ington and Cincinnati. In both this office and in the audit branch 
in Chicago, everyone was placed who indicated a desire to be trans- 
ferred to another office. 

The Parkersburg office was opened on August 1, 1957. On Octo- 
ber 1, the issuance of new punchcard bonds was commenced, which 
started a decline in the workload in the Chicago departmental office. 
This change presented a difficult situation, since 426 of the 1,653 
employees on the rolls September 30, 1957, were to be affected over 
a 9-month period. 

As in the other two offices, every effort was made to place these 
people in other jobs, and the Bureau’s personnel officer visited Chicago 
to assist in the placement of employees. In spite of these efforts, it 
was necessary to make a series of reductions in force beginning Decem- 
ber 31, 1957, and continuing through June 30, 1958. 

Since July 1, 1958, reductions have been taken care of by attrition, 
even though the Chicago departmental office has gone from a work 
force of 1,230 on June 30, 1958, to 964 on January 31, 1960, a decrease 
of 266. No further reductions in force are planned. 

To sum up the picture in the 3 offices affected, of the 889 em- 
ployees originally affected, 25 have been transferred to other Public 
Debt offices, 311 to other Government agencies, and at least 78 ob- 
tained jobs in private industry. In addition, 14 retired, and 143 re- 
signed for various reasons including continuing their education, home 
responsibilities, and ill health. <A total of 318 were separated from all 
3 offices during the 15-month period. Only a few of the employees 
ec Bureau headquarters for assistance, and most of these were 

laced. 

" Mr. Lestnskt. What were the reasons for the 143 resigning “for 
various reasons” ? 

Mr. Srover. Generally, they included the continuance of their edu- 
cation, their home responsibilities—we have a lot of women em- 
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ployees—and ill health. They might not have enough service to retire 
on disability in some cases. 

Mr. Lestnskt. Of that group, how many actually were r.i.f.’d, or 
subjected to reduction in force? 

Mr. Stover. None of these 143 people were r.i.f.’d. 

Mr. Lestnsxt. As to illness, suppose a person was ill. Possibly, 
after becoming well again, would he be rehired ¢ 

Mr. Srover. We have a policy in the Treasury Department to rehire 
people who have been laid off. Under our regulations we have to 
maintain a list of displaced people of this kind, reduction-in-force 
people, and give them priority consideration for rehiring. 

Mr. Lestnsx1. If they meet the proper standards? 

Mr. Stover. That is correct. They have to fit, naturally, into a spot 
where they can qualify to do the work. 

Mr. Lesrnskt. On page 7 you say it was necessary to make a series 
of reductions in force beginning December 31, 1957. How many of 
these actually were r.i.f.’d ? 

Mr. Srover. In the Chicago departmental office we were talki 
about, there were about 150 people during that 9-month period. 
Actually, the reduction in force started on December 31, 1957, in the 
Chicago department office, and ended June 30, 1958. 

Mr. Lesrnsxr. What type of personnel were those ? 

Mr. Srover. Most of these people were in grades 1 and 2 and had 
been doing such work as alphabetical filing and key punchcard work. 
There was quite a tight market in Chicago, particularly for the alpha- 
betical filing of bond stubs and things of that kind. 

Mr. Lestnski. Was any attempt made to retrain these people or 
place them in other jobs? 

Mr. Stover. These ~~ were offered the opportunity to make 
application to take aptitude tests. All employees of the Bureau of the 
Public Debt in GS-3 to GS-7 were offered this opportunity. Many 
of them did not choose to, of course. 

Mr. Lestnsxr. Do you feel you gave them all consideration at that 
time before they were r.i.f.’d ? 

Mr. Stover. Yes, I do, Mr. Chairman. 

Mrs. Sr. Georar. Chairman, might I ask one question. 

What was the necessity for moving these two offices, one to Parkers- 
burg and the other to Cincinnati? I notice so much of that goes on 
in our Government, especially in the Defense Department. People 
are constantly being moved. Why can they not stay in one place? 
What is the necessity for moving all those offices ? 

Mr. Stover. As a matter of fact, we in the Treasury have not, rela- 
tively speaking, moved too many people up to now. In this case, 
over a longer period of time we had a lot of difficulty in Chicago in 
obtaining the people we needed to do the rather dull type of work 
that. we had to do. In many cases we have had to hire students 
in the summertime to catch up on the backlogs that would develop in 
the wintertime in this alphabetical filing, particularly. 

Then you have the specialized type of people. During the war, we 
had difficulty when some other installations were taking our people 
away from us, on the specialized side. 

Mrs. Sr. Grorcr. But I can see, Mr. Chairman, where that does 
make a great difference. A lot of people will not move. You take 
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people from New York and Chicago; these people are well established 
in these towns. They do not want to pick up and go to Parkersburg, 
which is no doubt a very attractive place, or Cincinnati, for that mat- 
ter. I do not know why that seems to be the policy al] along the 
line. 

Mr. Lesrnsx1. Mrs. St. George, I have been impressed by that 
fact for some years, too. It seems that an agency or a Gapenienens 
will just up and move. I have always been concerned whether there 
was a need for it. Is it a matter of bringing your various phases 
together into one city, or just to move? I have never had any real 
explanation of that. 

fr. Srover. This was not an idle plan for moving, Mr. Chairman, 
and Mrs. St. George. 

Mrs. Sr. Grorce. I am sure it was not, Mr. Stover. I do not mean 
that. Butit keeps coming up all the time. 

Mr. Stover. You need a rather high-type person normally to work 
as a programer in an electronic data-processing installation. Park- 
ersburg was a distressed labor area when we made this decision, and 
we knew the time was coming, regardless of whether we went to elec- 
tronic equipment or not, when we would have to close out some of 
the audit branches, because questions were being raised about whether 
or not the volume had gotten down to the point where it was not 
justified to keep it. 

Mrs. St. Grorce. May I say I am delighted to hear that the volume 
of public debt is going down. That is entirely a new slant to me. 

Mr. Srover. I must say that the volume in public debt has not gone 
down recently. 

Mr. Lestnskt. Dollarwise. 

Mr. Srover. But when you go back to the beginning of the war and 
come on up, we have had quite a problem. 

We had five of these offices to start with after the war, including 
one in St. Louis and one in Los Angeles. Several years ago we cut 
out those two. After the war, they proved that these offices could 
handle a very large volume of work, relatively speaking, and the 
volume dropped considerably from fiscal 1947 to 1950. We can only 
let this go on for so long a time. Of course, with the electronic 
processing equipment coming in, that was a consideration in favor of 
centralization. 

Before I discuss the next Bureau, may I call attention to the table 
in my statement showing a breakdown of the figures for the three 
offices previously discussed. 

Mr. Lestnsxt. Without objection, that will be placed in the record. 

(The table referred to follows:) 
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Employment reductions from Mar. 19, 1957, to June 30, 1958 * 


Chicago de- Chicago New York 


partmental | audit branch | audit branch Total 
office 
Reductions: 
Transferred to other public debt offices----- 7 11 rf 25 
Transferred to other Government offices - - 159 62 90 $l 
~ 122 ll 10 143 
28 157 204 889 
Increases: 


1 No separations by reduction-in-force have been necessary since this date and none is foreseen. 

2 At the time the Parkersburg office was established in August 1957, Parkersburg was a distressed labor 
area. This office now has about 464 employees. 

3 Result of transferring work from Chicago and New York audit branches. 


BUREAU OF ACCOUNTS 


Mr. Srover. Now I would like to discuss the conversion to electronic 
equipment currently being undertaken in the Bureau of Accounts. 
In May 1958 the Veterans’ Administration notified the Treasury that 
it planned to centralize the accounting and statistical reporting of 
benefit payments from its 67 regional offices to an electronic data- 
processing system at a central point. The Veterans’ Administration 
expected to commence the installation in January 1960, and subse- 
quently the Veterans’ hospital at Hines, Il., was selected as the site 
for this work. 

This decision meant that the Treasury had to centralize in its Chi- 
ago regional disbursing office the function of preparing checks for 
veterans’ benefits, which then were being prepared in 21 regional 
offices. A study was undertaken immediately to determine the feasi- 
bility of using electronic machines for this purpose and for other 
periodic payments prepared by the Chicago office. 

In the meantime, and regardless of the decision on electronic equip- 
ment, it was necessary to make a complete study of the effect wpon 
the division’s other regional offices of the transfer of veterans’ pay- 
ments to Chicago. After careful review of workload and other con- 
siderations, it was found that certain offices would not have sufficient 
remaining workloads to justify their continuance. 

Subsequently, the Secretary of the Treasury, in April 1959, author- 
ized the closing of the following regional disbursing and accounting 
offices during a period from February through July 1960: Cleveland, 
Ohio; Los Angeles, Calif.; St. Louis, Mo.; Atlanta, Ga.; Richmond, 
Va.; and Minneapolis, Minn, 

As a result of the consolidation of veterans’ payments in Chicago 
and the realinement of field offices, the Division of Disbursement ex- 
pects to realize annual savings of $720,000. Installation of the new 
computer system will commence in October 1960. In the interim 
period, the increased workload being transferred to the Chicago office 
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is being handled by adding additional equipment of the type presently 
used. 

Of a total of 302 employees in the 6 offices scheduled to be closed 
almost 75 percent already have been transferred, or are scheduled 
for transfer, to other jobs, or have retired or resigned. The realine- 
ments will make possible a decrease of 22 other employees in some 
of the remaining field offices. It is anticipated that all 22 of these 
people will be placed. Since it is expected that 169 additional persons 
will be needed in the Chicago activity, there will be a net decrease of 
about 160 people. 

On May 4, 1959, 10 months in advance of the earliest closing, the 
chief disbursing officer wrote to the regional disbursing officers con- 
cerned, to notify them of the impending change. In this memo- 
randum he said, “I fully realize that by providing you, and through 
you, your a with this information this far in advance we are 
creating problems for ourselves in connection with continuation of the 
work in an orderly fashion. However, I feel that the welfare of our 
employees is paramount.” In order to continue to meet deadlines 
with a dwindling work force, special arrangements were made with 
the Civil Service Commission to permit hiring of temporary em- 

loyees. 

. “A this memorandum, the regional offices were advised that em- 
ployees would be given an opportunity to transfer to other offices to 
which the work was being shifted, or to fill vacancies in all other 
offices. With the expansion of the Chicago office to take care of the 
tremendous increase in work volume, many employment opportuni- 
ties exist in that office for persons who wish to transfer. A job 
freeze was placed in effect requiring all vacancies to be reported to the 
Bureau’s central personnel office in order to determine whether they 
could be filled by transfers from closing offices. 

During the months of May, June, and July, 1959, the chief disburs- 
ing officer visited each regional office scheduled for closing and ad- 
dressed employee groups to assure them of his personal interest in 
their welfare and to offer to discuss individually with each employee 
any employment problems. Almost all employees availed themselves 
of this opportunity. 

In August 1959, top Treasury officials wrote all bureau heads with 
field offices to ask for their cooperation in placing the surplus em- 
ployees. The heads of the closing offices got in touch with all Federal 
agencies in their cities to discuss the availability of disbursing em- 
ployees and to furnish them with experience summaries. 

About a month before the a and Los Angeles offices were 
closed on February 29, staff personnel of the Bureau spent 2 weeks in 
each office assisting in placement activities. The staff personally 
visited the larger Federal agencies in each city to discuss individual 
cases and arrange for interviews. Contacts also were made with local 
civil service authorities. This plan will be followed in the closing of 
the other offices. 

The following table shows the status of placements in the six clos- 
ing offices as of February 21, 1960. You will note that in the Los 
Angeles office arrangements have been made to take care of all perma- 
nent employees. In Cleveland, all but four employees have been 
taken care of, and the Bureau understands that the Internal Revenue 
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Service will offer temporary employment to these people for the dura- 
tion of the tax program. Un sh ga some of them will obtain 
permanent jobs before completion of this employment. 

On the basis of the record to date, there is every reason to believe 
that practically all of the 302 employees concerned will be taken care 
of satisfactorily. 

I would like to call your attention to the percentages of the place- 
ment arrangements in the right-hand column of this table, and also 
to the dates of scheduled closing, which give us plenty of time to do 
something for the remaining people. 

Mr. Lestnsx1. In other words, when you have had sufficient time, 
your placements are a lot higher than where it is a recent operation. 

Mr. Stover. And also, Mr. Chairman, where we do not have large 
numbers of employees involved. This creates quite a problem, too, 
when you have large numbers involved. 

Mr. Lesrnsxr. Could we have, at a later date, the final results on 
this tabulation ? 

Mr. Stover. Yes, sir. 

(The table referred to follows :) 


Placement of employees in closing regional disbursing and accgunting offices as 
of Feb. 21, 1960 


Actions accomplished or scheduled through 
Feb. 21, 1960 Total place- 
Perma ments to 
nent date 
employ- Date of Transfers 
Office ees, closing 
Apr. 2, Resig- | Retire- 
1959 Within Other | Other |nations| ments 
Bureau of] Treasury |Govern- Num-] Per- 
accounts | bureaus ment ber | cent 
Cleveland _ .......... 53 | Feb. 29,1960 4 3 26 10 6 49 92 
Los Angeles- 4 24 12 3 3 100 
Apr. 30, 1960 4 3 16 4 4 31 65 
63 | June 30, 1960 4 2 14 4 13 37 59 
5 5 10 0 4 24 62 
Minneapolis. 53 | July 31,1960 7 0 ll 5 14 37 70 
|. 28 37 89 26 44 | 224 74 


INTERNAL REVENUE SERVICE 


Mr. Stover. Before describing the automatic data-processing sys- 
tem presently planned by the Internal Revenue Service, it might be 
helpful to give you a little background on this development. 

ver the past 5 years, the Internal Revenue Service has shifted a 
large part of its mass processing workload from manual to punchcard 
tabulating equipment. This included transferring some of the work- 
load from 64 district offices to 3 service centers. Since the first 
service center was established in 1955, there has been a reduction of 
approximately 1,450 permanent man-years in this activity. 

f this number, approximately 700 man-years were converted to 
temporary employment. By carefully phasing this conversion, per- 
sonnel reductions have been taken care of by attrition and by filling 
vacancies with temporary employees during the transition period. 

To date, no reductions in force have been necessary. In addition 
to manpower savings, the use of this mechanical equipment has made 
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it possible for the Service to speed up the processing of returns and to 
make refunds more quickly, at lower cost. 

The Service now has some 95 million tax returns, not including 
related pieces of paper, such as information returns, which it must 
process each year, and that number is increasing rapidly. It is esti- 
mated that by 1975 the number could be up to almost 125 million 
returns, and this job cannot be done satisfactorily with present 
methods. 

In order to keep up with this mounting workload as effectively and 
economically as possible, the Internal Revenue Service now is plan- 
ning to establish a complete automatic data-processing system which 
eventually will encompass processing work presently being performed 
in the district offices as well as the service centers. The heart of the 
proposed system will be a centrally located electronic data computer 
center which will have a comprehensive file identifying the millions of 
different taxpayers and consolidating into each account all of the tax 
transactions relating to that account wherever they may have been 
handled. 

Integrated into the system wil] be additional service centers which 
will take over the greater portion of the paper workload that in the 
past has beensimposed upon the district offices. In other words, the 
new system will be a natural extension of the service center type of 
operation employing the new and versatile equipment now available. 

The system will permit the Revenue Service not only to perform its 
present operations much mode rapidly and economically but also to do 
a number of things that cannot now be done at all. 

For example, if a taxpayer files his return in one district and pays 
his tax in another, it will be simple to determine from this master 
file just what has occurred. This master file will go a long way 
toward the automatic detection of delinquents. It will be possible 
to utilize data effectively from all of the information documents avail- 
able to the Service, such as corporation reports on wages paid, to 
check against the data reported on tax returns. The Service will be 
able to maintain a single delat or credit balance for each taxpayer for 
all types of tax liabilities, such as income, excise, and withholding, 
and to present a net bill or refund. 

The new system will make possible a mechanical sorting of returns 
to extract those most likely to yield additional revenue. The Service 
also would be able to know almost immediately if a person files dupli- 
cate claims for refunds in more than one district office. 

Internal Revenue Service hopes to have the first service center, to 
be located in the Atlanta region, and the computer center put into 
operation some time in 1961 on a pilot basis. The first computer 
should be delivered in the fall of that year. It will probably be 8 
to 10 years before the full program is completely effective in other 
parts of the organization. 

On August 12, 1959, Commissioner Latham wrote to Revenue Serv- 
ice employees to explain the ADP system and how they would be 
affected by it. In this letter he said: 

A fundamental part of our planning for the new system has to do with its 
effect upon our people. Obviously, such a system will result in gradual cut- 
backs in the staff now doing returns processing and related work in the districts. 


As we did in the case of the service centers, however, we will make every effort 
to effect such changes gradually so that most, if not all, of the necessary person- 
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nel cuts can be made by attrition. Also, the new system will mean increased 
job opportunities in other district activities for the people who now are doing 
the work to be shifted to the machines—for example, many of them can be 
shifted to following up on the delinquencies identified by the machine matching. 
You may be confident that this type of “personnel planning” will be an integral 
part of our overall planning for the installation of the new system. * * * We 
will keep you fully informed as our plans progress. 

In a letter of September 24, 1959, to employees, Commissioner 
Latham gave further details of the project and reiterated as follows: 

I want to reemphasize my statement of last month, that a fundamental part 
of our planning for the new system has to do with its effects upon our people. 

The Internal Revenue Service does not expect that there will be 
any reduction in force resulting from this program. As positions 
become vacant between now and the time of implementation of the 
system in each region, they will be filled with temporary personnel 
to the maximum extent possible. As the system is put into effect, 
remaining permanent personnel will be reassigned to other activities 
or, where necessary, retrained for automatic data processing op- 
erations. 

I believe that sums up the Treasury’s principal experience to date. 
The Department’s central personnel office has been in close touch with 
developments in each of the bureaus concerned, and has assisted the 
bureaus from time to time in solving their employment and place- 
ment problems. j 

You may be assured that the Treasury shares the subcommittee’s 
concern about the employment security of Government personnel, and 
we shall continue to do everything in our power to make sure that 
Treasury employees are treated humanely and with fairness when 
‘these necessary work adjustments occur. 

Mr. Lesrnsxt. Mr. Stover, if all agencies took some of the VA’s 
ideas and adopted them, there might be better overall progress. The 
Treasury Department appears to be doing a good job, but I believe 
the VA has gone a little beyond what you have tried to achieve. It 
might be well for the Treasury Department and other agencies to give 
consideration to the program that the Veterans’ Administration has 
followed. 

I wish to compliment both the Treasury Department and the Ac- 
counting Office for the way they have jointly worked to install the 
system of ADP equipment used in the check payment and reconcilia- 
tion operation. 

I would like to insert in the record at this point the statement of 
Mr. John G. Brady, legislation chairman of the National Association 
of Internal Revenue Employees. 

(The statement follows :) 


STATEMENT OF JoHN G. BRADY, LEGISLATION CHAIRMAN, NATIONAL ASSOCIATION 
' or INTERNAL REVENUE EMPLOYEES 


Mr. Chairman and members of the subcommittee, I am John G. Brady, chair- 
man of the legislation committee of the National Association of Internal Revenue 
Employees. 

The contents of the following statement are being presented for consideration 
by your committee in its study of office automation and the effect of such equip- 
ment on employees’ job security. 

We would like to present two viewpoints: First by our association as an em- 
ployee group, and secondly the viewpoint by management. 
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1. Association viewpoint —Excerpts from our Keynote Resolution No. 1 adopted 
at 21st annual NAIRE convention, September 9, 1959, at Boston, Mass. 

“Service centers have received comment. There is recognition that if a proc- 
essing job can be accomplished by having a machine do the work with less cost 
than manually then justification does not exist for having it done any other 
way. However, doubts exist as to methods of evaluating the effectiveness of 
service centers. Have the total costs of processing returns in the center been 
weighed, together with costs incurred by district offices attributable to machine 
processing? There have been doubts expressed, too, whether, in view of the 
intention to extend the complexity of examination of returns, the pendulum 
may swing a bit too far and destroy an element of vital man-to-man contact with 
taxpayers. It is felt that if the tax collection process becomes a victim to the 
robot concept, taxpayers will eventually resent the status of being a punched 
number on a card. Could the impetus of planning highball to the extent a me- 
chanical monster could supplant the personal aspects of taxpayer relationship? 

“Then, too, while machines may detect very accurately the arithmetical errors, 
will they see the elements of taxpayer thinking that abuse revenues? Will the 
mechanical skills compare to the experience and judgment of seasoned examiners? 

“The policy of employing temporaries on an expanded scale contemplated 
seems to have doubtful worth. There is fear that permanent staffing may be 
cut so low that quality of work and production will suffer. Temporary em- 
ployees will furnish only a limited capability with possible deterioration of 
quality, affecting both service center and district offices. Concern was ex- 
pressed whether permanent employees could be reduced to a point that a district 
office could be deprived of essential skills to properly discharge the peak work- 
load with the help of temporary employees. There have been suggestions made 
that have merit, that with the lowering of staffing in low peak quarters, target 
dates be extended to distribute the workload over a greater portion of the 
calendar year. This it is thought will give better balance and eliminate severe 
high and low cycles, contributing to a savings in man-hours. The problem of 
employment of temporary employees would be eased by these changes.” 

2. Management viewpoint.—Excerpt of address by Internal Revenue Com- 
missioner Dana Latham at our national convention, September 9, 1959, at 
Boston, Mass. 

“* * * it has been suggested that as work is transferred to our service 
centers, personnel problems may arise. 

“As you know, practically all the work for which our service centers are 
presently designed to perform has already been assigned to said centers. Up 
until now no major personnel problems have been created as a result of such 
transfers. Nor do we contemplate that any new problems of importance will 
arise as our transfer program nears completion. 

“You must recognize, of course, that where machines are available they must 
be employed. If it were not for them, we could not process the staggering 
number of returns which now flood in upon us every year. By the same token, 
we recognize our obligations to our employees. No plan is made involving 
future mechanization without considering specifically its effect on our personnel. 

“So far as I know, no service center operation has yet resulted in any re 
duction in force or transfer problem. By the same token, we contemplate none 
for the future. 

“In the third place, Internal Revenue Service personnel are vitally interested 
in our announced electronic data-processing program. Their interest in this 
program stems not only from its possible effect upon them as employees but 
also the impact it is hoped it will eventually have on our entire operation. I 
had hoped to be able to discuss this program, which of course is as yet in the 
engineering stage, with you in some detail. However, time does not permit. 

“Some mention was made thereof, however, in the Commissioner’s letter dated 
August 12, 1959. In a nutshell, the program, when installed, will enable us to 
perform our present operations much more rapidly and economically. But what 
is more important, we will be able to do a number of things which we do not 
and cannot do at all at present. For example, the contemplated equipment will 
enable us to provide a consolidated permanent tax account for each taxpayer, 
through which all transactions for all taxes and tax periods would be cleared 
before presenting a net bill or refund. It will also permit complete inclusion of 
all data from all information documents available to the Service, as well as a 
master file of taxpayers which will assist in the automatic detection of 
delinquents. 
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“Thus, the program will be of immense assistance to the Service in the ad- 
ministration of the tax laws, and likewise of great assistance to taxpayers in 
that we can always serve them properly, adequately, and accurately. 

“What will be the effect of this system upon our personnel? It is perfectly 
obvious that such a system will result in gradual cutbacks in the staff now 
engaged in processing and related work within the districts. As we did in the 
case of the service centers, however, we will make such changes gradually and in 
accordance with an overall manpower plan designed to reduce personnel dislo- 
cation to an absolute minimum. Also, as Mr. Kluttz so ably pointed out in your 
September 1959 Bulletin, the new system will mean increased job opportunities 
in other district activities in connection with the operations of the electronic 
equipment and the followup on delinquents identified by machine matching. 
You may be assured that long-range personnel planning will be an integral part 
of our overall installation planning. 

“In any event, the contemplated installation, because it is new and complex, 
will require perhaps 10 years to fully implement. In most regions, it will be 
several years before even a beginning is made. We will keep our personnel fully 
informed as plans progress.” 

The above excerpts have been taken from the association’s official publication, 
the Bulletin, October 1959. 


Mr. Lesinskt. This tentatively ends this phase of the subeommittee’s 
hearings, unless we wish to call back any of the witnesses to testify 
further—and unless Mrs. St. George has any questions at this point. 

Mrs. Str. Grorcr. No, Mr. Chairman. 

I would like to compliment Mr. Stover on his statement. I also am 
very pleased with his last sentence, in which he said: 

You may be assured that the Treasury shares the subcommittee’s concern 
about the employment security of Government personnel. 

I think that is the concern of all of us, and I feel that these agencies 
are very sympathetic to it, Mr. Chairman. 

Mr. Lestnsxr. That is a point well taken, Mrs. St. George. 

With regards to these hearings on office automation and employee 
job security, I would like to say that further hearings may be held at 
a later date. 

Our subcommittee is scheduled to hold open hearings here at 10 a.m. 
next Wednesday, March 9, when the officials of the Census Bureau will 
testify regarding final plans for the 1960 census. 

I want to commend you, Mr. Stover, and all those who have testified 
here today for the splendid job you have done. Until the next 
meeting, the committee is now adjourned. 

(Whereupon, at 11:50 a.m., Friday, March 4, 1960, the committee 
adjourned, subject to the call of the Chair.) 
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